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EMERGENCY POWER BILL. 



Committee on Interstate and Foreign Commerce, 

House of Representatives, 

Friday^ Augmt 23^ 1918, 

The committee met at 10 o'clock a. m., Hon. Thetus W. Sims 
(chairman) presiding. 

STATEMENT OF HON. NEWTON D. BAKER, SECRETARY OF WAR. 

The Chairman. Mr. Secretary, yon have had your attention called, 
I suppose, to House bill 12776, the emergency power bill. 

Secretary Baker. Yes. 

The Chairman. Mr. Secretary, what I would like very much for- 
you to do now, in your own way and in your own time, is to ex- 
plain to the committee the necessity for such legislation at this 
time and the necessity for expeditious action. 

Secretary Baker. I shall have to ask the committee, Mr. Chair- 
man, to rely upon others for the technical details and the surveys, 
which have been made of the situation. 

Some six or eight months ago it became apparent that there would 
be a power famine, or at least a very great power shortage, in the 
coimtry unless something could be done to stimulate the installation 
of additional generator capacity. The matter affected the War 
Department, the Navy Department, and the Emergency Fleet Cor- 
poration, so that it was a thing upon which more than one depart- 
ment concentrated its attention, and it was suggested, as I recall it, 
by the President, that the matter be referred to the War Industries 
Board as the proper agency to make a complete and comprehensive 
survey of the entire field. Mr. Darlington, an agent of the War 
Industries Board, undertook to make a survey of the existing power 
facilities, the estimated power needed, and the means of supplying 
the deficiency. In that work Mr. Darlin^on Avas assisted, so far 
as was possible, by the direct representatives of the War Depart- 
ment, the Navy Department, and the Emergency Fleet Corporation. 
Mr. Bulkley, who is here, was associated in the work extensively 
from the very beginning, and Mr. Bulkley cooperated with the War 
Department, and I had many interviews with him about it, but the 
direct representative of the War Department generally was Gen. 
Keller, of the Engineer Corps. 

The net result of Mr. Darlington's studies, confirmed as I under- 
stand by studios made independently in the several departments, was 
to show a very large deficiency in power during the coming winter, 
and a very much larger deficiency in the next winter. 

The need for immediate action in some method of meeting that 
difficulty grows out of the fact that the summer is already well spent,. 
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and if construction is to be undertaken, and it must be undertaken in 
the matter of power houses and lines, it will be necessary to start 
immediately in order to get relief in time. 

The three principal shortages center around the so-called Pitts- 
burgh district, including a very wide reach of country around Pitts- 
burgh which is devoted to manufacturing industries of one kind and 
another; Philadelphia, and a section of New Jersey. We attempted 
to meet the emergency by apportioning those three districts, allowing 
the War Department — out of the funds at its disposal, so far as it 
could — to supplement the power in the Pittsburgh district ; the Navy 
Department in the New Jersey district; and the Emergency Fleet 
Corporation in the Philadelphia district. 

It required a great deal of ingenuity to Avork out a plan by which 
the funds in the War Department could be made available for the 
establishment of supplementary power supplies. The Emergency 
Fleet Corporation had some elasticity in its funds; the Navy De- 
partment somewhat less elasticity. We have all been working at 
it fairly steadily for four or five months ; and, so far as I know, the 
only progress made so far is that the War Department has made 
a contract in the Pittsburgh district with an existing power company 
by which we undertake to buy a very large lot of power, and by 
anticipation supply some of the money necessary for the enlargement 
of the existing facilities. This contract is more or less of a model 
contract. It has been worked out most carefully by men of very 
great intelligence and ingenuity, but it is only a drop in the bucket. 

I have gone over the main outline of the proposition. If the com- 
mittee will get from Mr. Darlington the surveys, you will find the 
existing power facilities in those three districts, and the conserva- 
tively estimated needs of the three war-making departments of the 
Government which are engaged in active construction operations, 
and the deficiency in power will appear plainly. 

Now, the next question, of course, which interests all of us is 
whether it is necessary for the Government to step in and supple- 
ment these facilities with financial assistance, or whether the private 
companies could be required or relied upon to supplement their own 
facilities. I think I can say without prejudicing the market value 
of the securities of any electric-power company that the general sit- 
uation with regard to power companies in this country is that they 
were financed up to their limit before the war began. There are 
very few forms of industry in which as intricate financing has been 
current as in the electrical industries, and when we came to ask the 
power companies to enlarge theit facilities, we were met with an in- 
disposition on their part to enlarge sufficiently to meet the war needs 
because they feared, that after the war was over the increased facili- 
ties would be greater than their then market demand, so that they 
would haA^e a lot of surplus facilities on their hands which they 
could not profitably use. And, we found, in addition to that indis- 
position, an inability on their part to borrow the necessary money 
to make the needed "expansions. That inability arose from the fact 
that many of these companies were already involved financially, and 
also from the fact that during this period of war prices, the war 
costs, the added force of the creation of these facilities in labor and 
material and machinery, is a substantial percentage above the cost in 
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normal times, and the attitude of these companies was that if they 
were called upon to increase their generating capacity by a very 
large addition, that the difference between the normal cost and the 
war cost ought to be borne by the Government in whose interest the 
additions were made ; and that some way of having Govermnent aid 
in their finances would have to be devised in order to carrj^ it through 
at all. 

We then took it up with the War 'Finance Corporation and found, 
imder the limitations of its poAvers, that it was wholly unable to .lend 
money to these power companies upon any terms upon which they 
could borrow it. There was no other recourse than the introduction 
of a general power bill, and that course was then folloAved and this 
bill prepared by the attorneys, as I understand it, for the War In- 
dustries Board. 

I have examined the bill casually onlv. It seems verv elastic in 
terms and connnits to the President's discretion the determiiuition 
of the particular mode of dealing with a utility in any particular 
place. Some such elasticity is necessary because of the different cir- 
cumstances, both phj^sical and financial, of the various companies 
throughout the country that will have to be dealt with in the enlarge- 
ment of these facilities. 

The Chairman. Mr. Secretary, I suppose it is the conclusion, as a 
result of all the investigations and studies that have been made, that 
unless the power shortage is relieved in some Avay the shipbuilding 
program and other war industries will be greatly retarded in their 
undertakings. 

Secretary Bakek. There is no possible doubt of that. Judge Sims. 
The matter has been examined not only by Mr. Darlington but by 
Gen. Keller, by Mr. Ballard^ an electrical expert from Cleveland, 
whose capacit}' I happen to know very well, by Mr. Cook, who was 
formerly the director of public works of the city of Philadelphia, and 
by a number of other very expert men. They have gone over the en- 
tire situation and their unanimous agreement is that it is very serious 
and that unless something is done.it will slow up both the war and 
shipbuilding programs. 

Mr. Esrir. Jfr. Secretary, if I remember correctly, when the Army 
appropriation bill was pending in the Senate, an amendment was of- 
fered by Senatoj* King, giving to private persons and corporations 
the right of condemnation for the enlargement and construction of 
electrical power plants; but that amendment was objected to and did 
not renuiin in the bill. Would that have been sufficient for your 
needs ? 

Secretary Baker. I do not think so, sir. I do not recall Senator 
Kinfif's amendment, but as vou describe it, it would not have been 
sufficient. 

Mr. Escii. It would not have been? 

Secretary Bakek. No. It is not merely a question of condemnation, 
but it is a question of being able to borroAv the money or to gi}t the 
money to cover the difference between the value of the plant to the 
expanding company after its Avar use is over and the cost of it at 
the time of constructiyi. 

Mr. Escii. This bill has some such provision as that, and where 
the cost is very large, at the end of the period the owners can take it 
over and the Government gives them some rather generous terms. Is 
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that done in order that these plants may be induced to enlarge their 
facilities? 

Secretary Baker. Either induced or required. The bill, as I un- 
derstand it, is mandatory. It gives mandatory power as well as per- 
suasive power. 

Mr. Escii. Yes: it does. 

Secretary Baker. The point, Mr. Esch, is this: Using figures 
which may or may not be accurate, but have bec»n used as the basis 
of discussion, it is said by the power companies that the plant which 
to-day would cost $100 to install could in nornxal times be installed 
for $00, and the contention of the ccmipanie.s is that the Government 
ought to pay that difference of $40 because the plants would not be 
expanded by its owners to meet the war needs unless the Govern- 
ment's interests required it to be done. Now, the theory upon which 
Ave have be^n attempting to meet that c(mtention is that we ought 
not to jump at an estimate of the difference between peace-time value 
and war-time costs, but ought to make an arrangement by which the 
(Tovernment will aid in the financing, as far as mav be necessarv, and 
allow the exact amount of the (Tovernment's contribution to be deter- 
mined, after the Avar is over and things have returned to normal, by 
an appraisement of the value of the plants to the company and let 
the Government then pay the difference between the appraised value 
and the cost during war times. 

Mr. Esch. Ts it the primary purpose of the bill to put the power 
plant at the mine mouth and thus save the haulage of the raw 
material ? 

Secretaiy Bakek. Wherever that can be dcme it should be done. 
There are some places where it can not be done, as, for instance, in 
the Philadelphia district, where the transmission loss or the line loss 
in transmission of high-tension current from the mine mouth to the 
Philadelphia district would be so great as to be uneconomical. 

Mr. Esch. How Avould that be as to the mines of West Virginia 
with reference to the Philadelphia field? 

Secretary Baker. T think they would be Ux) far away for econom- 
ical transmission. 

Mr. Esch. It would not be more than 200 mile.s. 

Secretary Baker. That is a very long line for high-tension trans- 
mission. 

Mr. Esch. Is not that what we are doing at several places in the 
country ? 

Secretary Baker. You are doing that with hydroelectric power. T 
am not an expert in electricity, but T have been told generally that 
200 miles is regarded as the limit, if not beyond the limit, of econom- 
ical transmission because of line loss. 

Mr. Esch. This bill contemplates the production of gas and coke 
and chemical elements necessaiy for war explosives? 

Secretarv Baker. Yes. 

Mr. P]scH. And a^ou think this bill is necessarv to stimulate that 
])roduction, too? 

Secretary Baker. T should not say that, Mr. Esch, but T would say 
that Avherever the Government is going intp the production of ad- 
ditional sources of power, there ought to be the right in the Govern- 
ment to dcA^elop those incidental and by-product economies which 
will both save money in the operation and increase the Government's 
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supply of these very necessary things like coke and the by-products of 
coal reduction. 

Mr. EscH. I notice section 6 provides : 

That no structure affecting: the navigable capacity of any navigable waters 
of the United States shall be constructed or installed under the provisions of 
this act until the plans therefor have been approved by the Chief of Engineers 
and the Secretary of War. 

May not that give rise to a possible clash between this bill and the 
pending water-power bill, in which, as you remember, the commis- 
sion, of which yon would be a member, has the right, if it deems it 
proper that the Government should construct a dam for power on 
navigable streams, to make surveys and constructions and recom- 
mend stations to Congress for its action ? With that power granted 
in the pending water-power bill, would not that be sufficient for your 
needs without the insertion of section 6 ? 

Secretary Baker. It would be a mistake to pass this bill without 
the caution contained in section 6. This might be regarded as an 
omnibus power to construct power plants anywhere, and nobody 
ought to be given the power to construct water-power plants in 
navigable streams at variance from the general policy of the Govern- 
ment contained either in existing legislation or legislation pending 
if it should pass. This language might be amended to read " or such 
other body as may be authorized by Congress to pass on such 
subjects." 

Mr. EscH. It had occurred to me that we might amend it in that 
way. 

Secretary Baker. That might be done. 

Mr. EscH. Of course, in tne water-power bill the power is given 
to the three Secretaries. 

Secretary Baker. Yes. 

Mr. EscH. And this is confined to your own department. 

Secretary Baker. This is dealing with existing legislation rather 
than legislation that is pending. 

Mr. EscH. We have great hopes that that legislation will pass. 

Secretary Baker. So have I . 

Mr. EscH. And if it is passed, its action can be quite as expedi- 
tious as action under section 6 of this bill. 

Secretary Baker. I do not believe it is intended under this bill to 
construct any hydroelectric power. That certainly is not any part 
of the present plan. There may be some enlargements of the exist- 
ing plants, but that is not what we are after. We are hunting for 
very much more rapid power development than could be had by 
building dams on undammed rivers. 

Mr. EsciT. Of course the expansion of steam plants would be much 
more rapid and much less expensive in the first instance. 

Secretary Baker. Yes; the installation cost is less. 

Mr. Stepitexs. Mr. Secretary, I did not quite get your views in re- 
gard to the financing of these private corporations. Is it your view 
that under present conditions, even though the Government authorizes 
their capitalization, tliese private lighting companies would not be 
able to sell their bonds and finance themselves at all, on account of 
the risk that their power would not be salable after the war? 

Secretary Baker. That is part of it. Some of the companies are 
alread}" capitalized to the limit. Some of them are in an association 
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with other electric-using enterprises, coupled up with street railroads 
and public utilities generally, so that their financial situations are 
complicated, and no one rule could be laid down which will apply 
to all of them. I found, for instance, in the Pittsburgh district, 
which was set aside for War Department aid, one of the largest 
power plants in America, and one of the most advantageously located, 
known as the Beach Bottom Plant at Wheeling, W. Va., located almost 
at the mouth of the mine. I think it is a chute proposition from the 
mine down to the coal bins of that plant. It is relatively new, not 
yet completely installed. Their financial situation is such that they 
are able to get along without any Government aid of any kind, and 
they are going ahead rapidly to complete their plant. In other 
plants in the Pittsburgh district we found the financial condition 
such that the companies apparently were wholly unable to borrow 
money to go forward with their expansions; and I have no theory 
of dealing with them except that the Government ought to extend 
as little aid as it consistently can to get the thing done and under 
as great safeguards as can be devised in order to make the Govern- 
ment's ultimate contribution, its loss because of war costs, as little 
as possible, and to get back for the Government when the war need 
is over /as much as can be salvaged of its expenditures. 

Mr. Stephens. I have not read the bill and do not know what it 
provides, but in a general way I take it that you contemplate in this 
measure giving aid to these corporations that are not able to finance 
themselves ratner than to take them over as Government property ? 

Secretary Baker. In some instances one, and in some the other. 

Mr. Stephens. This gives you a wide latitude. 

Secretary Baker. Very wide, and it must be so, because of the 
different circumstances of the different plants. 

Mr. Parker of New Jersey. Mr. Secretary, you, of course, have 
studied the English system by which they take over any plant on 
Government account and allow the owner Jiis prewar profits plus a 
certain percentage and run the rest on Government account? 

Secretary Baker. That is the " Government controlled plan " in 
England. 

Mr. Parker or New Jersey. That is not involved here, exactly ? 

Secretary Baker. It might be necessaiy with regard to some plants 
to do exactly that. 

Mr. Parker of New Jersey. Is power granted in this bill to do that? 

Secretary Baker. Yes. 

Mr. Parker of New Jersey. In the English arrangement they did 
it with an arrangement of some kind with the labor unions so as to 
be allowed to use their labor or something of that sort. 

Secretary Baker. There is nothing in this bill that affects that 

at all. 

Mr. Parker of New Jerse^y. The other subject is so large that I 
suppose it had better be dismissed for the present until the Govern- 
ment takes charge of it. 

Secretary Baker. You mean the labor question? 

Mr. Parker of New Jersey. No; not the labor question, but this 
question of taking over and acquiring Government control of these 
manufacturing plants. 
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Secretary Bakkk. That is in this bill, in this sense- 



Mr. Pakker of New Jersey (interposing). So far as potNer is con- 
cerned ? 

Secretary Baker. Power is giyen to do that. 

Mr. Parker of New Jersey. So far as power is concerned ? 

Secretary Baker. Yes. 

Mr. Parker of Ncav Jersey. But only as to power ? 

Secretary Baker. Only as to power plants. 

Mr. Parker of New fJersey. It has not been thought necessary to 
extend it beyond power plant-s, and we haye already the railroads 
and telegraphs. 

Secretary Baker. There is existing power. Judge Parker, to take 
over plants and operate them on Government account, and the War 
Department has taken over some and is operating them. 

Mr. Parker of New Jersey. That is something that is growing ? 

Secretary Baker. Yes: we continually find new things to do. 

Mr. Montague. Mr. Secretary, I imderstand you desire either to 
extend aid to plants or to take the plants oyer that are engaged 
wholly in operations incident to the war ? 

Secretary Baker. It is not so narrow as that. In the Pittsburgh 
district, for instance, you Avill find power distributed over lines which 
supply private industry, public enterprises, and private industries 
engaged in public work, and you have an aggregate shortage of 
power. In many places what will be done will be to boost the ag- 
gregate of power in the district by simply increasing the amount of 
electricity fed into the supply lines. 

Mr. Montague. But that will be an incident to increasing the war 
activities, will it not ? 

Secretary Baker. Yes. That is its prime and its sole purpose. 

Mr. Montague. The prime object is to increase the military output. 

Secretary Baker. That is its sole purpose. 

Mr. Montague. If these other factors enter into it, they come in 
as necessary incidents ? 

Secretary Baker. Yes; as an incident, and this act provides power 
to require the companies to place their entire output at the disposal 
of the Government, so that the Government may apportion the sur- 
plus power. 

Mr. Montague. So the whole purpose of the bill is to increase the 
military supplies and the military efficiency of the country? 

Secretary Baker. Yes, sir. 

Mr. Montague. When I say military I mean to embrace both the 
Army and the Nav3\ * 

Secretary Baker. Yes; and the Emergency Fleet Corporation. 

Mr. MoNtAGUE. It is not related, then, to the subject of commerce 
between the States at all. 

Secretary Baker. That is a legal question which I had not thought 
of. I have not the least doubt that many of the supply lines cross 
State lines and go from one to another. 

Mr. MoNTA(;uE. For military purposes, would that be? 

Secretary Baker. Undoubtedly. / 

Mr. Montague. Could you suggest an instance, Mr. Secretary ? 

Secretary Baker. I can not suggest an instance beyond this, that 
a line in Wheeling, W. Va., carries current generated in Wheeling, 
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W. Va., for consumption in Pittsburgh for a war industry in Pitts- 
burgh, and the same line is tapped in West Virginia for a war 
industry in West Virginia. 

Mr. Dewalt. Mr. Secretary, are there any funds now available for 
the purposes contemplated by this act? 

Secretary Baker. Very modest amounts are available in the Emer- 
gency Fleet Corporation and the War Department, wholly insufficient 
amounts, and they are available only by the device of a rather round- 
about contract with companies for power supply. 

Mr. Dewalt. Am I correct in stating that contracts have been 
made with a Pittsburgh corporation and that the money obtained for 
the payment of that corporation is from the War Department? 

Secretary Baker. One such contract has been made and others are 
in progress of formulation. 

Mr. Dewalt. I think I saw in the Official Bulletin a notice of that 
kind. 

Secretary Baker. Yes, sir; one such contract only, so far as I 
know, has "been made. 

Mr. Dewalt. So that you would state affirmatively that there are 
no funds available from any emergency moneys that might be used 
for the purposes of this bill? 

Secretary Baker. No adequate funds. Very inadequate additions 
can be made, but they scarcely aflFect the general problem. 

Mr. Dewalt. Is it also true that in some large business enterprises 
that are using and have been using electric power the supply of such 
power has been cut by the Federal authorities from 25 to 50 per cent 
by reason of this shortage? 

Secretary Baker. I have no doubt of it, sir, and perhaps much 
more than that in some instances. 

Mr. Dewalt. I have specific reference now to cases in my mind. 
In the eastern district of Pennsylvania we have a very large electri- 
cal supply company, the power of which is generated by the use of 
coal, the Hauto Electric Supply Co., located near Hazleton, about 
which I presume the Secretary has information 

Secretary Baker (interposing). Yes. 

Mr. Dewalt (continuing). And I am told by those interested in the 
cement industry, which is partially at least considered essential for 
war purposes, that their supply for these plants has already been cut 
25 per cent and that another order has been issued or is about to be 
issued by which the supply is to be cut again 25 per cent. I am told 
that this would substantially, if not entirely, compel these cement 
mills, one of Avhich I have in mind now and which has a capacity of 
30,000 barrels per day and another a capacity of at least 18,000 bar- 
rels per day and so on down the line to a mininnnu of 5,000 barrels 
per day, to close up their establishments. HaA^e you any information 
upon the subject, Mr. Secretary? 

Secretary Baker. No; I do not know of those particular cases, but 
they are excellent illustrations of the situation, and even more exag- 
gerated restrictions will be found to be necessary in the Niagara 
Falls district. 

Mr. Dewalt. Now, this is said to be occasioned by the demands 
and the necessities of the Bethlehem Steel Co., which, as we all 
know, is almost exclusively devoted now to the manufacture of muni- 
tions of war and armor plate, and they have no adequate way of 
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providing their own power and getting their supply, or their partial 
supply at least, from this Hauto Electric Supply Co. As I under- 
stand the provisions of this bill the object is to remedy that shortage 
of power 'not only for the Bethlehem Steel, but for all other enter- 
prises by giving this Government aid, is that coiTect? 

Secretary Baker. Yes; Avith this limitation, it is not intended, as 
I understand it, in the operation of this bill to attempt to increase 
the power supply so as to be able to take care, without limit, of all the 
customers, but to increase it adequately to take care of all wliose con- 
tinued operation is important to the prosecution of the war. 

Mr. Dew ALT. That is the general scope of my inquiry, but re- 
ferring, if you please, Mr. Secretary, to one clause in tliis bill on 
page 7, subsection 9, 1 call 3^our attention to this language : 

In furthorance of i\i\y of the foroj^oiifr purposes, to modify, cancel, or siisi)en(l 
any existing? or future contracts for the deUvery of power to any person not 
engaged in tlie production of war material or to the extent to which he shall 
deem the i)ower contracted for to he in excess of the requirements for the 
manufacture of war material l)y such persons or to which, in his opinion, it 
shall prevent the delivery of power which he shall deem necessary for the 
production of war luaterial of jxreater or more immediate utility. 

That is already being done by tlie oxocutiAc authorities, is it not? 

Secretaiy Baker. It is being done by the War Department in one 
or two instances under the power given to us to commandeer supplies 
for war needs. It was found necessary to resort to that in the 
Niagara district. Tliat is the only case that I recall. 

]V^. Dewalt. The question arose in my mind as to whether this 
would not involve the Government in a great many entanglements as 
to suits and possible recoveries for damages. No doubt the lawyers 
who drew this bill had that in mind, but have you any views upon 
that subject. 

Secretary Baker. I have not ; I would rather the lawyers be asked 
about that. 

Mr. Dewalt. There is another provision, on page 12, section 8 — 
and whilst I ask this question, Mr. Secretary, of course, I am not 
suggesting my oAvn views in reference to the matter; I am only 
asking your own views and ])ossibly those of your attorneys: 

That tlie President may retain any i)roi)erty and operate any plants, trans- 
mission lines, structures, facilities, or appliances constructed or acquired \mder 
the i»rovlsions of this act foi' such time as he my deem necessary or advisable 
for the purpose of selling oi- otherwise disposinj; thereof. 

Does not that look almost like permanent ownership of these vari- 
ous plants, and might it not be so construed, if the President so de- 
sired? There seems to be no limitation there at all as to the owner- 
ship of these various plants, except in so far as it says that he shall 
hold them as long as he mav think it necessarv. 

Secretary Baker. That would give the President power to retam 
permanently things of that sort, and T think it is highly important 
that he should have that power for two reasons: In the first place, 
any fixed period within which the things would have to be sold 
might require the Government to sustain a very great loss because 
of the inopportunenoss of the time of sale, and the second reason is 
that some of these large power additions may very well be built near 
to a permanent Government establishment of a large kind. For in- 
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stance, the War Department is constructing at Neville Island, near 
Pittsburgh, a big gun plant which will cost from seventy to ninety 
million dollars. It there should be, among these plants, added a 
large power plant which was especially well adapted to be a con- 
tinuing adjunct to a Government gun plant, the President ought to 
retain it as a permanent Government asset. 

Mr. Dewalt. While Tecognizing the force of what you say in the 
individual instance that you have mentioned, I think you still recog- 
nize the fact that there is a rather well-grounded sentiment againit 
public ownership of such utilities — ^that is. Federal ownership of such 
utilities — and I merely throw out that suggestion. Do you not think 
it would be wise in some wa}^ to amend that section so that this 
possibility, not probability, of unlimited Federal control and owner- 
ship of public utilities should in some way be hedged about? 

Secretary BzVkek. Personall3^ I do not share the prejudice against 
Government ownership of enterprises of this kind, so that my natural 
disposition would be to favor rather than to discourage the reten- 
tion of these things by the Government in places where it was ap- 
propriate. 

Mr. Dewalt. With all due respect to your opinion, nevertheless 
I judge there are others who have a diA'erent opinion, possibly a 
larger number having the same opinion that some others may have 
contrary to yours, and, therefore, Avould it not be well, in your judg- 
ment, to somewhat hedge that section about, and, if so, will you be 
kind enough to have your attorneys inform me because, perhaps, 
the other members are well informed on that subject. 

Secretary Baker. I would not be able to ^suggest the language 
which might be appropriate to carry out that idea. The lawyers will 
be here and will doubtless be able to do it. But I will say, generally, 
that I agree with you perfectly. This is not the place to settle the 
great policy of Federal oAvnership. What we want to do now is to 
get the power. 

Mr. Dewalt. The immediate purpose is to get power and not get 
l^ermanent ownership. 

Secretary Baker. Yes. 

Mr. Montague. Do you think, irrespective of the merits of public 
ownership, that Ave should win the war before determining that 
question ? 

Secretary Baker. Yes; I do not think Ave Avant to do anything that 
will interfere with that purpose. 

Mr. Montague. Do you not think it ought to be determined upon 
economic and constitutional consideratons under peace conditions, if 
necessity and sound expediency then exist? 

Secretary Baker. I should say that Avhen Ave are doing things id 
make war that we ought to do the things having that sole object 
and purpose in vieAv and not attempt to accomplish a collateral 
object. 

Mr. Montague. OtherAvise Ave are not making candid and honest 
legislation. 

Secretary Baker. Yes; I am in favor of the direct Avay of doing 
it, but in passing legislation of this sort Ave ought to leave the ques- 
tion wnde open, so that the succeeding Congresses Avill be free to 
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determine the great peace policy when the time comes for them to 
turn their attention to it. 

M EscH. How did you arrive at the estimate of $200,000,000? 

Secretary Baker. That was not my estimate. 

Mr. EscH. There must be some basis. 

Secretary Baker. The War Industries Board, Mr. Baruch, and his 
associates, arrived at that figure, and, doubtless, will be able to ex- 
plain it. 

Mr. EscH. Will we have data presented to us giving the locations 
of existing power plants ? 

Secretary Baker. They are available. 

Mr. EscH. And the amount of power developed ? 

Secretary Baker. Yes ; those figures are all available. 

Mr. DoREMUs. I judge, Mr. Secretary, from what you said in 
answer to Gov. Montague's question that you do not think it advis- 
able in this legislation to prejudice any future action of the Govern- 
ment on the question of the permanent retention of the plants? 

Secretary Baker. I think it ought to be left within the power of 
the Government to determine at a future time what its future policy 
will be. 

Mr. EscH. The Government or Congress. 

Secretary Baker. Well, I do not suppose it can ever be removed 
beyond the control of Congress. 

Mr. Montague. So that whatever policy is adopted can be changed 
by another Congress. 

Secretary Baker. Undoubtedly. 

Mr. Montague. It is impossible for this Congress to prejudice 
another Congress. 

Secretary Baker. Undoubtedly. 

The Chairman. We are very much obliged to you, Mr. Secretary. 

STATEMENT OF ME. BEENAED M. BAETJCH, CHAIEMAN WAE 

INDTJSTEIES BOAED. 

The Chairman. Mr. Baruch, will you kindly explain to the com- 
mittee the needs of the Government — and especially that portion 
which you are administering — for legislation along the lines of the 
present bill in your own way and without interruption until you 
have made your preliminary statement? 

Mr. Baruch. My attention was called to this matter sometime ago 
in a general survey of our war program, and what I mean by our 
war program is not that alone which involves the War Department, 
but the ifavy, the Shipping Board, the Emergency Fleet Corpora- 
tion, the Railroad Administration, and all of those functions which 
enter into the makng up of our final war program. 
*'From time to time sporadic instances were brought to my atten- 
tion, or, rather, to the attention of the board, as to the lack of power. 
We proceeded to make quite a study of the situation, which has been 
rather nation-wide, although it has not been made in infinite detail. 
But a study of it soon convinced me that it was necessary to do 
something and do something immediately. We made a study of the 
situation and found that it was difficult for any one department to do 
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this, because the work in any one district — for instance, like Norfolk 
or Philadelphia — involved work for all of the departments, and it 
was difficult to tell exactly in what proportions each of the depart- 
ments were involved, and it was also impossible to tell how much 
manv of the subcontractors, wlio did not have direct contracts with 
the departments, were involved. The emergency was so great that 
1 endeavored to get the departments to take this up as departments. 
We found particularly that the program would be very much re- 
tarded — especially as winter comes on — in what we call the New Jer- 
sey district, the Philadelphia district, the Baltimore district, the 
Norfolk district, the Pittsburgh district, and the Akron, Ohio, dis- 
trict. We tried to come to some adjustment between the departs 
ments and get something in that way, in the meantime having this 
bill framed as an emergency bill, and hoping to get it passed quickly. 

In endeavoring to meet the situation we had the departments make 
a study to see whether they could possibly furnish the money, and in 
only one or two instances in the War Department did we find it 
possible to have the money supplied, but in the Pittsburgh district 
and in the New Jersey district we have not been able to solve that 
problem from the standpoint of the department. 

Briefly I may state, for instance, that in the New Jersey district, 
which is already so congested that we do not permit any further 
manufacturing there because of the difficulties of transportation and 
labor, it was found necessary to put the Ford plant for the assembling 
of the Eagle boats on the Newark meadows, and that involved a 
certain amount of power. It was not possible to put it at any other 
place and get the speed of production that is necessary in connection 
with these boats. Every day lost by these boats upon the sea may be 
a very serious menace to the convoying of troops and the materials 
that go over to the other side for all of us, and day after day we are 
receiving complaints from there as to the shortage of power. Now, 
the board not only feels that it should help work out the war pro- 
gram, but that it should look after the necessary and vital civilian 
needs. By that I do not mean what might be termed the less essen- 
tial needs, but the vital and necessary civilian needs — ^that is, the 
heating, lighting, and transportation necessary in order that the 
population may live in ordinary comfort. We have studied the 
various points from the standpoint of seeing how much we can save 
bv reducing the less essentials, and we have found on examination 
ttat it was mipossible to meet the war program even if we cut out the 
less essential uses of power entirely, and we have come to the con- 
clusion that the only way that this can be done is to do it in this way. 

In drawing the bill I asked the gentlemen who were doing it not 
in any way to have the bill drawn so that it would accelerate or 
retard public ownership, as that was a moot question, and, in fact, 
to draw it in such a way that only the emergency war matters should 
be met, and that anjr other great questions involved in it be left to be 
decided at another time ana leave the statu quo where it is to-day. 

This bill is drawn for the purpose of giving us the needed emer- 
gency power as quickly as can be done and with as little expense and 
with as little loss to the Government as is possible. It has been made 
wide in its power because it is rather difficult to lay down a rule 
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which would cover a large number of cases. Each individual case 
will have to be taken up by itself. 

I can not impress upon you too strongly the grave necessity for 
immediate relief. How much will be afforded by action taken im- 
mediately I am not prepared to say now. The winter is coming along, 
and in this bill is not only contained relief for the present, but -. 
relief extending into the program of 1919 and 1920. As f oresighted 
men we must commence to look forward, because it takes a long time 
to do these things, and it takes a long time to get the machinery. It 
is not proposed that anyone who will administer this bill will do 
tilings other than those absolutely necessary for the military pro- 
grom, and when I say the military program that involves all of the 
war activities. 

I do not know of anything else I could say just at this moment, 
but I will be very glad to answer any questions. 

Mr. EscH. Mr. Baruch, I want to find out on what basis you 
determined that $200,000,000 is necessary. 

Mr. Baruch. That was the result of a survey made by engineers 
connected with the board, some civilians and some Army officers, 
among them Gen. Keller, and a number of other officers we have been 
able to get from the War Department. I might say also that these 
necessities have been checked up by the other departments, and we 
have seen no reason to change our views, but the necessities have 
grown larger rather than lessened. 

Mr. EscH. You have the data on which to base the estimate, and 
will it be possible for you to incorporate those data in your hearing? 

Mr. Baruch. I will be very glad to do it; I have not them in mind, 
but I will have them presented. 

Mr. EscH. You will incorporate them in your hearing? 

Mr. Baruch. Yes, sir, 

Mr. EsGH. I think it will be very necessary to have them, and also 
the details on which you base the request for $150,000 for adminis- 
trative expenses. I will ask for those details also. 

Mr. Baruch. All right, sir. 

Mr. EscH. Will the data you furnish give us the location of exist- 
ing plants? 

STATEMENT OF MONEY REQUIRED TO SUPPLY POWER FOR WORK ESSENTIAL TO THE 

WAR. 

Washington, August SOy 1918. 

The power section of the War Industries Board have made detailed estimates 
of the additional power that must be provided to adequately supply existing 
work essential to the war, and have estimated the cost of the construction 
necessary to supply the power. The aggregate cost of the additional generating 
plants and transmission and distribution systems to supply power to meet the 
essential demands prior to the winter of 1919-20 is estimated as $138,427,000. 
This is based upon the present war production in Army, Navy, and emergency 
fleet undert^ings, and the larger part of this power is urgently required for 
operation prior to the winter of 1918-19. The figures in nearly every case are 
the relEnilt of definite plans and estimates supported by a mass of detail com- 
piled under the direction of the power section of the War Industries Board by 
Army engineers assigned for the work. This known increase of capacity that 
should be avaUable prior to the winter of 1918-19, the cost of which is included 
in the estimate of $138,427,000, is 1,233,000 horsepower. 

The following is a statement of the requirements for additional power 
facilities and their estimated cost, based on existing governmental orders : 
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Power district. 



Philadelphia, Chester, and adjacent territory 

State of New Jersey 

Western Pennsylvania and Eastern Ohio (Pittsburgh. Toungstown, Akron, 

Canton, Wheeling, Connellsville, and adjacent territories) 

Baltimore, Lancaster, and adjacent territmies 

Wilmington. Del., and vicinity. . .- , 

Pennsylvania anthracite region , 

New England States 

Southern States 

Miscellaneous smaller power systems scattered in Eastern and Middle West States . 
Pacific slope, west of Kocky Mountains « 



Additional 

hOTsepower 

required 

for 1918-19. 



Estimated 
cost. 



Total. 



120,000 
94,000 

440,000 
53,000 
13,300 
53,000 
75,000 
135,000 
250,000 



1,233,300 



$14,500,000 
5,500,000 

35,000,000 
3,942,000 
610,000 
18,000,000 
14,625,000 
15,000,000 
31,250,000 
10,000,000 



138,427^000 



1 Includes high-tension transmission lines. 

* Now being surveyed; definite information not yet available. 

The constantly increasing war program for the supply of which procurement 
orders in Army, Navy, and other lines of work have not yet been placed, will 
require a further increase in power facilities which can not be definitely de- 
termined until the manufacturing progiara is further developed. These fur- 
ther power requirements can not be assumed as less than 500,000 horsepower, 
and this addition should be available at least by the winter of 191&-20 if the 
war program is to be fulfilled. In order to accomplish this increase in time 
for the required service the construction should be undertaken at the earliest 
possible date so as to have the power facilities coming along coincidently with 
the additional manufacturing facilities for which the power will be demanded. 

To create 500,000 horsepower additional power will require in round figures 
the expenditure of $60,000,000, which, added to the above detailed estimate of 
$138,427,000, makes in round figures the sum of $200,000,000 stated in the bill. 

The $150,000 for administrative expenses was a lump-sum estimate, and is a 
very conservative figure. 

Mr. Baruch. I think our report will fully answer that. I have a 
report which is presented, I think, weekly, from every district in 
the United States that we can cover. We have covered these dis- 
tricts fairly well and have found out where there is a shortage of 
power and where there is a surplus of power. I have such a list 
here, a copy of which I will be very glad to leave with the committee. 

Mr. EscH. I think that should be incorporated in the hearing. I 
noticed the other day that orders had been issued suspending the 
work at Muscle Shoals because of the greater demand for the mate- 
rial in other war industries, is that correct? 

Mr. Baruch. Yes, sir. 

Mr. EscH. How can you justify that if the Muscle Shoals plant 
is to be primarily for war production. 

Mr. loARucH. It would not be available for at least three years, 
from three to five years. 

Mr. EscH. So that it could not have a material bearing upon the 
war? 

Mr. Baruch. No, sir; you see, they have established a fixation 
plant there, and they have some power; the necessary minus power 
being furnished by steam in the production of nitrates. They want 
speed ; it has to be done quickly, and three or five years would be a 
little too long to wait. I may add this : There is not a realization of 
the very grave shortage that is facing us — is increasing — and will face 
us from now on ; that is, in materials. This is a war of steel. Our 
estimates show that there will be required for the last six months of 
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this year something like 22,000,000 tons of finished steel for war 
needs, and the biggest production we have ever had in the history 
of the country has been 16,000,000 tons during that space of time, 
and so it is with reference to various machinery. Therefore it would 
not be the part of Avisdom to allocate steel to anything that was not 
vitally necessary for the immediate purposes of the war until the 
vital and immediate necessities of the war were provided for. There 
is another problem involved in that, and it is the question of man 
power. The Italians, the French, and the English have combed 
their industries in order to get fighting men to the front, and the 
resources of the United States have been used for the purpose of 
replenishing that which they lost by combing their industries. We 
have come into the war and we have started the process of taking 
our people out of the producing units and putting them into the 
destructive units, Avhich has made an enormous sudden demand 
upon our resources, much greater, I think, than any of us can 
realize. We think of the United States as being limitless in its 
resources; but, of course, there is a limit. What we are trying to 
do is to conserve for the great effort that we must put in at the 
proper time, to get everything that will be necessary for the imme- 
diate uses of the war, and anything that will take material and man 
power, which can be used for some war purpose, Ave feel it is our duty 
to postpone; it is only a postponement to a Aviser time and a better 
time and Avhen such things can be done cheaper and, perhaps, better. 

Mr. EscH. Of course, under this bill the production of power will 
be very, very largely steam poAver. 

Mr. Barucii. I presume so; yes, sir. 

Mr. Escii. Because of the length of time necessary to produce it 
by hydroelectric poAver. 

Mr. Baruch. Yes, sir; and the great difficulty in getting ma- 
chinery. 

Mr. Escii. That means an increased demand upon the coal supply. 

Mr. Baruch. Yes, it Avill ; you are quite correct. I might add that 
this bill has the approval of Mr. (jarfield, the Fuel Administrator. 

Mr. Escii. I Avas trying to lead to that in order to see Avhether 
there was coordination in your demand for an increase of power 
from steam and the P'uel Administration, Avhich is trying to speed 
up coal production. 

Mr. Baruch. I may add this : That they Avere very insistent upon 
this because many — not many, but I Avill say some of the depart- 
ments — had arlticipated putting up isolated or particular plants for 
some particular purpose. The Fuel Administrator objected to that 
because he thought it was more economical to use coal in a large cen- 
tral plant or use it Avhere these large central plants had been increased. 

Mr. Escii. Do you anticipate a coal shortage during this coming 
winter? 

Mr. Baruch. I would rather ansAver it this Avay : That I not only 
anticipate, but I knoAV Ave Avill have, a shortage of by-product coal, 
in which I am particularly interested, in vieAv of the steel production, 
because that is the limiting factor in the production of steel to-day. 
. Mr. Escii. What about the production of gas, coke, and the chemi- 
cal elements used in explosives? 
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Mr. Barucii. Those things depend upon by-product coal. That is 
what I particularly referred to when I said there is a shortage, and 
there is going to be an increasing demand for by-product coal for 
those purposes. 

Mr. EscH. Is that one reason Avhy you want this legislation? 

Mr. Barucii. I do not know that that formed one of the reasons 
in my mind, but if it was a reason it was only a minor reason ; the 
real reason was the immediate need of this power, the quickest way 
to get it, and, I think, the chea])est way to get it and the only way to 
get it is as suggested by this bill. 

Mr. Escii. How far have you considered the saving of car equip- 
ment .and motive power on raih*oads by developing the power near 
the coal supply? 

Mr. Baruch. Of course. I am speaking of my own personal opin- 
ion — others may differ — ^but I think that is something we ought to 
strive for, that is, where the production of power ^s by coal; it 
should be made at the mouth of the mine, where that is possible. 

Mr. EscH. You were led to that by the fact that the centers of 
production, Philadelj^hia, Baltimore, Norfolk, and Pittsburgh, are 
the congested rail centers. 

Mr. Baruch. Yes, sir. 

Mr. EscH. And anything that would relieve the congestion in rail 
traffic, by making the production of poAver near the source of coal 
suppl}^, would solve the problem or help solve it. 

Mr. Baruch. Undoubtedly. 

Mr. EscH. You do not know to what extent that may help solve 
the problem? 

Mr. Baruch. No, sir: I do not. 

Mr. Escp. But you are convinced that it would very materially 
affect it. 

Mr. Baruch. Yes, sir. In order that the committee may not be 
under any misconception of what I had in the back of my mind or 
in the forward part of my mind when I asked for this bill let me 
say that we have got to have it to get our war program through, and 
it was the (mly feasible way we found of getting it in the time that 
we needed it; at the same time the subjects you brought up were fac- 
tors, but they were not the dominant factors ; the real dominant fac- 
tor is the absolute necessity of the power and to get it to-day and not 
to-morrow. 

Mr. DoREMus. Is your board concerned in any way with the 
speeding up of the production of coal, or is that a matter which is 
exclusively under the jurisdiction of the fuel administration ? 

Mr. Baruch. That is entirely under the jurisdiction of the Fuel 
administration. 

Mr. DoREMus. I do not suppose you are in a position to give the 
committee any information as to the efforts being made to speed up 
coal production. 

Mr. Baruch. I can only say this generally, that Dr. Garfield, I 
think, is doing everything humanly jjossible. I do not give him any 
rest myself, because the nex^essities arising from the things I am par- 
ticularly charged with are so great, particularly in regard to coal, 
that I press him continually, and I find I always have a hearty re- 
sponse from him. 
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Mr. DoRE3iu8. Is it your judgment, Mr. Baruch, that it is just as 
important to speed up, to the ftillest extent, the production of coal 
at this time as any other of our war activities. 

Mr. Baruch. I think that coal is, I might say, almost the neck of 
the bottle. 

Mr. DoREMus. I am glad to hear you say that. 

Mr. Dewalt. Admitting, for the purposes of the argument, that 
it would take some time to pass this proposed legislation, what means 
of relief have you now ? 

Mr. Baruch. I have not any. I have tried every possible means 
to get the departments to furnish the relief. We have a serious situa- 
tion in Norfolk to-day, and, in my opinion, the war program there is 
going to be seriously interfered with. The population has risen 
rapidly from 180,000 to 450,000; in addition they are building there 
4,000 more homes. We have there great points of embarkation for 
our troops and, for materials for the other side; we have there great 
naval bases ; it is a great port for coal ; it is a great railroad center, 
and it is a big shipbuilding center, and the situation there in 
regard to power, as well as to some other things, is almost 
tragic. It had appeared to me from time to time — and that 
appearance may be due to the fact that I desire to accomplish 
this thing, no matter how it is accomplished, so long as we can get 
the thing done — ^that an important part of a naval base, a shipbuild- 
ing plant, a housing problem, or a gun factory, is the necessary 
supply of power, heat, and light; that those things are just 
as important as the steel and materials which go into such plants 
to make them finished structures. As I say, that may be due 
to my desire to have this thing done which is so vitally necessary, 
but I have not been able to convince the legal authorities, and bring 
them to my point of view. We have made efforts in scattered direc- 
tions to bring about some little relief, but have brought about no 
relief of any amount. Time is the essence in this thing, and it is not 
a thing that wants to be done to-mon*ow, but to-day. I know that 
you gentlemen are continually harassed with that attitude, but you 
will find that we are properly exercised about the necessity of doing 
these things. 

Mr. Dewalt. What T am trying to do, Mr. Baruch, is to get upon 
the record your concrete opinion upon the vital necessity for speedy 
action in this matter. 

Mr. Baruch. I can not make it too strong. 

Mr. Dewalt. Let me give to you what there is within my own 
knowledge, and, possibly, you will reinforce what I sav. T suppose 
it is true that everyone in this country recognizes that the Bethlehem 
Steel Co., which is located 5 miles from my home, is one of the most 
important productive enter])rises that we have in this emergency. 

Mr. Baritoh. I do not think there is any question or doubt about 
that, nor is it open to discussion. 

Mr. Dewalt. They get a portion of their powei* from the Hauto- 
Supply Co., which is located near Hazeltcm. That electi-ic power is 
generated by the use of coal and coal mines are right there. In that 
same district, within a radius of 15 miles on each side of the central 
point, there are manufactured no less than 75,000 barrels of cement 
every day, and that is not running at full capacity. I suppose that 
you would also recognize the fact that cement, while not of the 
utmost necessity, is in the nature of an essential for war purposes. 



20 EMERGENCY POWER BILL. 

Mr. Bakucii. Quite so, sir. 

Mr. Dewalt. In the biiiUliii^ of conere'te ships, the building of 
])}ers, wharves, ete. 

Mr. Baruch. And warehouses. 

Mr. Dewalt. At this particuhir Bethlehem steel plant they are 
about to ei'ect houses for the acconunodation of four or five thousand 
men, as you know, the em])loyees at that operation numbering to-day 
over 80,000. Mr. (Jrace, Mr. Johnson, and, I suppose^, Mr. Schwab— 
although he is no longer in direct control — have impressed upon me 
the absolute necessity for getting more power, and if they get their 
l)ower by a reduction in the power given to these various other indus- 
trial enterprises in this immediate district necessarily those enter- 
prises will be put out of business. Xow, in order to preserve their 
productions which are, at least in part, essential and in order to 
])reserve the civilian necessities which you have mentioned, you deem 
it of the utmost importance that si)eed should l)e luul in this leg- 
islation. 

Mr. Baiu'cm. Yes, sir. There are other enterprises, equally im- 
portant, that are about in the same position, and I could give you 
a great list of them, but I could not think of a better illustration than 
the Bethlehem Steel Co., which I am glad you brought up. In order 
that you gentlemen shall have this fact clearly in your mind, let me 
say that so far as those associated with the various departments and 
the War Industries Board are concerned, we have endeavored to find 
some niethod of doing this but we have not been able to find it. 
We have dealt with the departments and the War P'inance Corpora- 
tion, a member of which is Mr. Eugene Meyer, who was very helpful 
in framing this bill. If you care to call him he is here and he can 
probablv give you some details better than I could. 

Mr. Dewalt. Just one more question : Have you not, from your 
investigations, ascertained the fact that these electric-power produc- 
ing companies are not at this time able fo finance the matter them- 
selves, although they would be willing so to do? I have in mind 
this very Hauto Supply Co. 

Mr. Baruc'ti. You are quite correct. 

Mr. Dewalt. They can not get the capital ? 

Mr. Bartjcii. It is absolutely impossible. 

Mr. Dewalt. Therefore it becomes necessary for the Government, 
if they want this power, to do this very thing. 

Mr. Baritcii. You are quite right, sir. 

Mr. Coadv. Have you in mind increasing the productivity of the 
Susquehanna Power Plant? 

Mr. Barfcii. I really have not the details in my mind, but I will 
be glad to have some one brought here whom you can ask in regard 
to it and every particular plant. 

Mr. Decker. Mr. Baruch, have you thought much about utilizing to 
a greater extent some of the power plants that are scattered through- 
out the country? 

Ml*. Baruch. For that purpose the so-called King bill was intro- 
duced and passed, giving the right to hitch up all of these power 
plants, and that is being done wherever it is possible. 

Mr. Decker. I was wondering whether you could not distribute 
the manufacturing business a little more throughout the country. 
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1 know you are trying something of that kind, but I did not know 
what success you were having. For instance, out in my country we 
have a lot of power. It would not be much compared with the figures 
I hear you gentlemen speak about, but if there are other parts of the 
country where poAver is going to waste why not make something 
out there? 

Mr. Baruch. You are quite correct, sir. We have made a study of 
those power situations, and we have put before the various depart- 
ments, and we have had before our own department these facts, so 
that they may be considered when they have in mind the starting 
of a new powder plant, a T. N. T. plant, a picric acid plant, or what 
not. But there are other factors which enter into such a proposition. 
For instance, in the operation of a T. N. T. plant, where you might 
want sulphuric acid, you could get power and fumes, we will say, 
from a place like Anaconda, Garfield, or some place of that kind, and 
it might be said that that was a basic reason for such a plant being 
established there, but labor conditions and transportation would 
enter into the question, and the question as to whether it is too 
dangerous to ship to the point of consumption must also be consid- 
ered. But you know, sir, we have been trying for some time to spread 
out through the country the manufacturing interests of the Govern- 
ment and keep them out of the so-called congested districts, this 
being one result of their having been placed in the congested dis- 
tricti. We have not met with as much success as we had hoped for, 
but we are endeavoring to do that. The President has given specific 
instructions that no further enlargement of plants or the creation 
of new facilities shall be made except after approval by the War 
Industries Board, and we hope in that way to spread out. 

Mr. Hamilton. You referred to districts. You referred, for in- 
stance, to New Jersey, Philadelphia, Baltimore, and so on, as dis- 
tricts. What do you mean by districts? 

Mr. Baruch. That is just a term we have been using amongst our- 
selves, in order to cover certain points on the map. 

Mr. Hamilton. In order to define power territory. 

Mr. Baruch. Yes, sir. It is just our own way of calling our atten- 
tion to certain manufacturing centers. 

Mr. Hamilton. I understand. You gave us the illustration of the 
Newark Meadows where you propose to assemble the Eagle boats. 

Mr. Baruch. Yes. 

Mr. Hamilton. And. there you need more power. There is no 
power there now, I assume. 

Mr. Baruch. There is power in New Jersey, but a study of the 
situation shows that the manufacturing which has got to take place 
in increasing amount is going to need more power than there is now 
available. 

Mr. Hamilton. What is your idea in a case like that — will you 
go ahead and put up a power plant, or will you convey power from 
some existing plant? 

Mr. Baruch. A study would be made of each particular case. One 
of the things we had in mind was the carrying across of a line from 
New York City, taking power from the^ Edison Co. and getting 
about 20,000 more kilowats, but we have been unable to get any de- 
partment to do that. Being impressed with the necessity of imme- 
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diate action, I tried to get Mr. McAdoo, the Railroad Administrator, 
to carry the power from the Edison Co. through the Hudson tubes, 
which are under his command. But it does not make any diflFerence 
who does this so long as the thing is done. We want to get the power 
and that seemed to be the quicket way. 

Mr. Hamilton. But you assume that in order to get this power 
quickly you will liave to aid existing plants to increase their power? 

Mr. Barucii. In most every instance we would have to use exist- 
ing facilities by enlarging them. 

Mr. Hamilton. Would it be necessary for vou to go into new 
construction at such plants, outside of transmission and extension 
work? 

Mr. Baruch. I can not answer that in detail, but I presume that 
would be necessary in some cases. 

Mr. Hamh^ton. Suppose in the carrying out of a great project 
you find it necessary to construct a plant from the ground up and to 
invest a considerable sum of money which, of course, would be neces- 
sary — the title to that property would presumably be in the Gov- 
ernment ? 

Mr. Barucii. Yes, sir. 

Mr. Hamilton. And you are going to construct it (m that basis? 

Mr. Baruch. Yes; and if I had anything to do with it, I would 
insist on that. 

Mr. Hamilton. How much does this bill carry? 

Mr. Baruch. $200,000,000. In order that there may be no doubt 
about my answer to that last question, if that were done it might be 
done as an independent thing for the Government or it might be done 
under agreement or contract with the existing company. 

Mr. Hamilton. I understand that. 

Mr. Baruch. In that case the company would own it, but would 
owe the Government the money for it. 

Mr. Hamilton. And you would make a contract with that company 
by which, when the Government ceased to use that power, that com- 
pany should reimburse the Government for the amount of money 
which the Government had put in. 

Mr. Baruch. Well, we would make the best trade we could, all the 
time looking to the fact that we wanted the power and wanted to get 
the Government's interest as fully protected as possible and get all 
the money back we could. In order that there may be no miscon- 
ception about this, some of this money will, in all probability, be war 
waste ; I do not want you to think that when we advance money we 
are going to get it all back. 

Mr. Hamilton. In other words, you want to get power ; you want 
to get it in the quickest time possible, and you are going to get back 
all of the money you can. 

Mr. Baruch. Yes, sir. 

Mr. Hamilton. And what you can not get back you are going to 
consider invested in the cause. 

Mr. Baruch. Yes, sir; that is exactly the fact, and I could not 
have stated it better. 

Mr. Hamilton. Since it has been stated here that there is no covert 
purpose to promote Government ownership and that this is entirely 
in the open, I presume that this bill will be passed upon the idea that 
if the Government constructs a plant that the Government will have 
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the plant for sale unless it wants to run it in the execution of its own 
business later on. 

Mr. Baruch. Well, let me put it this way — ^I do not want to answer 
-the question indirectly, but I want to answer it so that there will not 
be any misconception about our views: If the Government should 
build a plant in an isolated place where there is none, I do not know 
that it would be proper for the Government to announce, when it was 
being built, that it was going to be for sale ; that there is no desire, as 
far as I am concerned or as far as the men I have asked to draw this 
bill are concerned — and I think it is a good bill and I did not draw 
it — ^to either accelerate or retard Government or municipal owner- 
ship ; we want to keep that question out of it. This is a war emer- 
gency and we want to keep the conditions just as they are to-day. 

Mr. Hamilton. You want to do business without reference to that? 

Mr. Barucii. For the war; yes, sir. 

Mr. Hamilton. You want to do business with reference to the 
immediate problem that confronts us? 

Mr. Baruch. Yes; that is my sole idea in regard to it. 

The Chairman. It may be possible that some member of the com- 
mittee will hereafter want to recall you before the bill is finally 
acted on in order to ask you some additional questions, and I suppose 
that at any time on reasonable notice you would be able to come back 
before the committee? 

Mr. Baruch. I am available and entirely at your disposal. 

The Chairman. We are very much obliged to you, indeed. I want 
to ask the members of the committee who are present whether it will 
be convenient to continue this hearing at 10.30 o'clock tomorrow 
morning, the hearing to last until 12 o'clock only, because the water- 
power bill will be taken up to-morroAv, and if there is no objection 
we will take a recess until 10.30 to-morrow. 

(Thereupon, a recess Avas taken until Saturday, Aug. 24, 1918, at 
10.30 o'clock a. m.) 

ELECTRIC-POWER SITUATION. 

[I'reparod for the War Industries Board under the direction of Brig. Gen. Charles 

Keller, Mr. R. J. Bulkley, Mr. F. Darlington.] 

The lists Inclosed herewith show districts where particulars regarding the 
power situation are on file at this uflice. These districts have been classified 
as follows: 

1. Districts which show normal power conditions. 

2. Districts where there is excess capacity. 

3. Districts where there is a power shortage. 

In some of the districts of the first class the power plants are small and 
would not handle any large increase in load. 

A short statement as of date June 1 regarding each of the systems which 
show an excess capacity is also IncOosed. As conditions are changing rapidly 
in some instances, the information must be considered in connection with the 
date of the individual report. 

Localities classified as having a power shortage should not be excluded from 
consideration, if other conditions are favorable, without first consulting this 
oflice, as in many cases machinery is coming forward which will supply the 
deficiency and leave an excess for other industries. 

The power situation within the cities named in the lists refers also to any 
adjacent territory served by the same power company. 

I'p<m request, information will be furnished regarding the power systems 
in any of the districts included In the lists. 

Attention is called to the fact that departmental orders have been issued 
closing certain districts to new contracts requiring additional power. The 
above lists nmst not be construed as affecting these orders. 
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DISTRICTS WHERE PRELIMINARY SURMfiY^ SHOW NORMAL POWER CONDITIONS. 



Abilene, Tex. 

AtlJims, North Adams, and Willianis- 
town, Mass. 

Alabama Power Co. (Alabama), An- 
niston, Ashland, Bessemer, Birming- 
ham, Roanoke, Sheffield, Tuscaloosa. 

Amesbury, Mass. 

Amsterdam, N. Y. 

Anderson, Ind. 

Atlanta, Ga. 

Atlantic City, N. J. 

Ayer and Clinton, Mass. 

Berlin, N. H. 

Bennington, Vt. 

Binghamton, N. Y. 

Boston, Mass. 

Bowling Green, Ohio. 

Brattlesboro, Vt. 

Bridgeport, Conn. 

Bristol, Conn. 

Brocton, Mass. 

Brunswick, Ga. 

Carolina Power Co. (North Carolina 
and South Carolina), Goldsboro, 
Henderson, Marion, Raleigh, Rock- 
ingham. 

Cedar Rapids, Iowa. 

(.Cincinnati, Ohio. 

('hickasha, Okla. 

C'hicopee, Mass. 

(Columbus, Ohio. 

Concord, N. H. 

Dallas, Oreg. 

Detroit, Mich. 

Dixon, 111. 

Dover, N. H. 

Drumright, Okla. 

Escanaba, Mich. 

Eureka, Cal. 

Evansville,Ind. 

Exeter, N. H. 

Fitchburg, Mass. 

Fort Smith, Ark. 

Fort Wayne, Ind. 

Franklin, Mass. 

Gary, Ind. 

Grand Island, Neb. 

Great Barrington, Mass. 

Great Northern Power Co. (Minnesota 
and Wisconsin), Gloquet, Duluth, 
Hibbing, Superior, Virginia. 

Guthrie, Okla. 

Hartford, Conn. 

Haverhill, Mass. 

Holyoke, Mass. 

Hoosick Falls, N. Y. 

Hugo and Fort Towson, Okla. 

Illinois (northern), Chicago Heights, 
Crystal Lake, Evanston, Joliet, Kan- 
kakee, La con. Oak Park, Ottaw^a, 
Pontiac, Streator, Waukegan. 

Ishpeming, Mich. 

Jeffersonville and New Albany, Ind. 

Kalispell, Mont. 

Kokomo, Ind. 

Laporte, Ind. 



La Fayette, Ind. 

Lake Geneva, Wis. 

Lebanon, Ind. 

Leominster, Mass. 

Logausiwrt, Ind. 

T^ouisville, Ky. 

^lalden, Mass. 

Marion, Mass. 

Manchester, N. H. 

Meriden, Conn. 

Marion, Ind. 

^larshall, Tex. 

Middleton, Conn. 

Michigan (central). Battle Creek, Bay 
City, Cadillac, Flint, Grand Rapids, 
Kalamazoo, Manister, Muskegon, 
Owosso, Pontiac, Saginaw. 

Mil ford, Mass. 

Mobile, Ala. 

Monticello, Ind. 

Muskogee, Okla. 

New Albany, Ind. 

Newcastle, Ind. 

New Haven, Conn. 

New London, Conn. 

Norristown, Pa. 

Northampton, Mass. 

Oklahoma, Okla. 

Okmulgee, Okla. 

Ottumwa, Iowa. 

I*almer, Mass. 

I'arkersburg, W. Va. 

Plymouth, Mass. 

Plymouth and Kingston, Pa. 

Pocket, Va. 

Portland, Me. 

Pueblo, Colo. 

Quincy, Mass. 

Revere, Mass. 

Richmond, Cal. 

Salem, Mass. 

San Diebo, Cal. 

St. Johnsbury, Vt. 

Sapulpa, Okla. 

Sault Ste. Maile, Mich. 

Shelbyville, Ind. 

Southern Power Co. (North Carolina 
and South Carolina), Anderson, 
Charlotte, Greensboro, Greenville, 
Raleigh, Salisbury, Spartanburg, 
Winston. 

Spencer, Mass. 

Springfield, Oreg. 

Springfield, Ohio. 

Stamford, Conn. 

Stamford, Tex. 

Stockbridge, Mass. 

Stockton, Cal. 

Toledo, Ohio. 

Tulsa, Okla. 

Utica, N. Y. 

Uxbridge, Mass. 

Waterloo, Iowa. 

Williams, Ind. 

Zanesville, Ohio. 
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DISTRICTS WHERE O^RELIMINAEY SURVEYS SHOW A POWER SHORTAGE. 



Alexandria, Va. 
Altoona, Pa. 
Baltimore, Md. 
Bucyrus, Ohio. 
Charleston, S. C. 
Cleveland, Ohio. 
Columbus, Ohio. 
Erie, Pa. 
Gaston, Pa. 
Erie County, Pa. 
Hammond, Ind. 
Harrisburg, Pa. 
Huntington, W. Va. 
Johnstown, Pa. 
Kansas City, Mo. 

I^hi^h district (Pennsylvania), Allen- 
town, Bethlehem, Hazleton, Milton, 
Sunlniry. 
Lima, Ohio. 
Little Hook, Ark. 
I^orain, Oliio. 
Lowell, Mass. 
Micliijjcan City, Ind. 
Milwaukee, Wis. 

^Iinueai>()lis und St. Paul, Minn. 
Xewi)()rt News, Va. 

New .lersey, Bayonne, Bound Brook, 
('amdeu. Klizabetli, Hoboken, .Jersey 
City, Montclair, Newark, New Biuns- 
wl(!k, Oranj?e, Passaic, Paterson, 
l*erth Aml)oy. Kahway, Somerville, 
Trenton. 



Nlles, Mich. 

Philadelphia, Pa. 

Pittsburgh district (Pennsylvania), 

Akron, Alliance, Canton, Massillon, 

Warren, and Youngstown, Ohio; 

West Penn system ; Wheeling, W. Va. 
Portland, Oreg. 
Reading, Pa. 
Richmond, Ind. 
Richmond and Norfolk, Va. 
Scranton, Pa. 
South Bend, Ind. 
Trenton, Mass. 
Terre Haute, Ind. 
Texas (northeastern), Denison, Fort 

Worth, Gainesville, Paris, Taylor, 

Waco. 
Three Rivers. Mich. 
Watertown, N. Y. 
Wilkes-Barre, Pa. 
Wilmington, Del. 
York, Pa. 
York Haven, Pa. 






DISTRICTS WHERE PRELI3IINARY SURVEYS SHOW EXCESS OF POWER. 



Appalaeliian system (Virginia and 
West Virginia), Bluefield, Pulaski, 
Roanoke, Saltville. 

Aiijrusta, Ga. 

(niicago, 111. 

Columbia, S. C. 

<'ohmibus, Ga. 

Davenport (IMoline and Rock Island, 
111.), Iowa. 

Dayton, Ohio. 

Klmir'a, N. Y. 

Fairmont, W. Va. 

Indianapolis, Ind. 



Keokuk, Iowa. 

Lawrence, Mass. 

Lynn, Mass. 

•Muncie, Ind. 

New Bedford, Mass. 

New York City, N. Y. 

Sheboygan, Wis. 

Springfield, Mass. 

Tennessee Power Co. (Tennessee and 
Georgia), Chattanooga, Cleveland, 
Knoxville, Nashville, Rome. 

Vincennes, Ind. 

Washington, D. C. 



Committee on Interstate and Foreign Commerce, • 

House of Representatives, 
Saturday^ August ^^, 1918, 

The committee this day met, Hon. Thetus W. Sims (chairman) 
presiding. 

The Chairman. Lieutenant, you may proceed to make a statement 
with reference to this bill, especially that portion referred to yester- 
day, which, as I understand it, was the necessity for this legislation 
by districts and projects of one kind and another. 
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STATEMEirr OF LIEUT. W. W. STANLEY, EXECUTIVE ASSISTAimi 
TO ME. DARLINGTON, CHIEF OF THE POWEE SECTION, WA£^ 
INDUSTRIES BOARD. 

Lieut. Stanley. By way of preface, I should like to say that I 
have been Mr. Darlington's executive assistant in this work since 
the organization of what is known as the Power Section of the War 
Industries Board. 

The Chairman. It was shown yesterday that Mr. Darlington could 
not be here to testify ; that Lieut. Stanley was his aid in the surveys 
he made and was thoroughly familiar with all the facts and details 
of the surveys made by Mr. Darlington. That is the reason why he 
is substituted for Mr. Darlington. 

Lieut. Stanley. I came into this work at a time when practically 
nothing had been done except a few preliminary surveys made by 
Mr. Darlington himself for the War Industries Board, which had 
shown the need for some such organization as we now have in the 
power section. The power section itself was organized under the 
War Industries Board and is now officially under Mr. Baruch, al- 
though organized before he took charge of the War Industries Board. 

We recognized at the start that it was very desirable to have 
entirely impartial surveys made of the situations, believing that they 
were likely to be very acute and very important. In order to secure 
impartiality the only men we have used in gathering the information 
and checking it have been Army engineers assigned to the War 
Industries Board through the office of the Chief of Engineers. There 
is one exception, the exception being civilians who are employees of 
the War Ii^dustries Board itself, and therefore have taken the Gov- 
ernment oath. We have gathered, of course, a great deal of infor- 
mation from the power companies. They have been verv glad to 
help us in every way they could, but in each case, and beiore we 
adopted that information as our recommendation or amended it, we 
have analyzed the information ourselves with Government men, so 
that we feel that the evidence* I am going to submit to-day is entirely 
unbiased. It is entirely official, and we are sure it is right. 

The scope of the survey that we have made has been over the 
entire country. Naturally at the start we had to commence with the 
situations that were most acute. Those situations, as I imagine you 
all probably know, were very largely in the eastern district, that we 
now call the congested district. There is only one district that we 
have not included in our work, and that is the so-called Niagara dis- 
trict, principally supplied with power from Niagara Falls. We have 
not han41ed that because it was already being handled by Mr. Bulk- 
ley and Gen. Keller for the Secretary of War, and it is a separate 
problem, having international complications. I understand it has 
been handled in touch with the Foreign Relations Committee, so we 
have left it out of this particular statement. 

The way we attacked the problem has been something like this: 
The manufacturers and Government agents, depending on power for 
the manufacture of war munitions and material, naturally appealed 
to the War Industries Board when they began to find that they could 
not get adequate service from the power plants that were the existing 
sources of supply. We then sent our Ai-my engineers out, and their 
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amination consisted of something like this : They first went over all 
of the stations of a given company and checked up the amount of 
generating machinery there installed, the state of its efficiency, the 
operating conditions, and they looked over the whole general system 
trO see if it were being properly run from an engineering point of 
view. They then took the recording-instrument records of the com- 
pany to see what loads the machinery had to carry at the time of 
what we call the maximum or peak load. 

These recording instruments are accurate, and they really show 
exactly what the plant had done when it has been fully loaded, and 
therefore supply, in a preliminary way, information as to what the 
plant has had to carry. The engineers then take the sheets of the 
company showing its customers and showing how much power those 
customers are authorized to take or are taking; they then go around 
and check up the actual customer by himself to see that he is operat- 
ing with good economy and that he i^ really on war work. When 
they get through you can well imagine that they have made quite a 
detailed survey, and such a survey takes a great deal of time, but 
when they get through with such a survey they have as full a re- 
port as, I think, can be gotten from an engineering point of view. 
It is an accurate report of what the system is carrying, whether it 
is war work or not, and by checking up the amount of construction 
work that the variou3 customers are carrying on and the amount of 
power they are asking the company to deliver them in the future, 
the engineers arrive at the expected load that can now be foreseen 
for the plant. I want to say that that kind of a survey has been 
made in the most critical places and in most of the larger places. It 
has not been made in full, although it has been made to the extent of 
establishing that there i3 a shortage, that the situation is normal, or 
that there is a surplus of power in a great many of the smaller 
places. 

The reason why we did not attempt to carry it out in the greatest 
retail in all the smaller places is this : Trying to cover the countiy 
with a detailed power survey i3 a very large job. We wanted to 
know that we had power or that we did not have power. There was 
no authoritative way by which we were able to create power where 
we found we were short, barring the few exceptions which have been 
discussed, where we have tried, with proportionately very small re- 
sults, to interest the departments themselves. The department3 have 
done their best in trying to finance the situations, but their powers 
are limited. If there is a shortage already existant in a district, and 
if that di3trict is not filled up to its full capacity with war work, we 
would like to correct that condition ; if there is a surplus of power 
or if there is not a severe shortage of power in the district, and if a 
district is not filled up with war work, the shortage or surplus is not 
a permanent thing; it changes from day to day as additional con- 
tracts are placed, and as there are additional developments in the art 
of manufacture. Those things change the power loads of the com- 
panies who are on war work, and, in the broadest sense, the power 
situation is never final. We, therefore, felt that if we put a great 
deal of effort into the matter of going into detail as to situations 
that were changing continuously we would do unnecessary work, be- 
cause when the time came that the companies could be financed in 
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some way to provide the necessary extensions, it was a compara- 
tively easy matter to complete the engineering work and determine 
the extent of necessary extensions, on the basis of the then power 
conditions, while if we completed our surveys in advance, the gov- 
erning conditions would probably be changed by the time that au- 
thoritv to finance could be obtained. 

As a part of (>ur work we have also gathered all the information 
that we could, in the time we have had, nbout the amount of avail- 
jible power. AVe have used this information for several purposes, 
but principally to try and regulate, just as far as we could, the 
locating of new industrial work so that it would go to a place 
where there was sufficient power. The figures that I am going to 
give you will show you divided into geographical locations, the results 
that we have obtained for pretty much all of the country. I am 
going to give, first, the eastern districts, because they are the most 
critical just at present. AVe find that in Philadelphia, Chester, and 
the adjacent territory there is a present installation of about 220,000 
horsepower; they will require during this year and next year, on the 
basis of orders that are already placed, about 120,000 horsepower 
additional, and we estimate, in round figure.s, the cost will be $14,- 
500,000. 

Mr. Dew ALT. That is the cost of the additional power '^ 

Lieut. Stanley. Yes. 

Mr. Dewalt. How much is that additional power estimated to 
cost ? 

Lieut. Stanley. $14,500,000. 

Mr. Stephens. That i^ in the Philadelphia district? 

Lieut. Stanley. Yes. The district includes the Delaware River 
district down to AVilmington and up above Philadelphia. 

Mr. Stephens. That is a shipbuilding district? 

Lieut. Stanley. Yes, sir. 

Mr. Hamilton. How nuich additional hoi^sepower did you say 
would be required. 

Lieut. Stanley. 120,000 horsepower altogether. 

Mr. Dewalt. Does that take into account the very large electric 
power plant located above Hazleton called the Hauto plant? 

Lieut. Stanley. The Hauto plant is already fully loaded; it is 
overloaded ; it has not a surplus, and this does not provide for addi- 
tional power installation in that plant. The Hauto plant is taken 
up later. 

Mr. Dewalt. Have you in your mind the power that they can gen- 
erate there? 

Lieut. Stanley. At Hauto? 

Mr. Dewalt. Yes. 

Lieut. Stanley. 53,000 kilowatts. I beg your pardon, that is the 
extension for the district served by the Hauto plant. The Hauto 
plant by itself has only about 26,00*0 kilowatts which it can turn out 
now\ It is limited by boiler capacity; it needs additional boilers, 
and if fully equipped with boilers it can turn out about 37,000 
kilowatts. 

Mr. Dewalt. Their lines run all the way across the State of Penn- 
sylvania and down into New Jersey — you know that as a fact, do you 
not? 
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Lieut. Stanley. Yes, sir; they spread over the whole southeastern 
corner of the State, and they cover principally the anthracite region. 
The State of New Jersey has a present installation of about 303,500 
horsepower ; it will require for this year and next year at least 94,000 
horsepower, and we estimate the cost of tlie additional power re- 
quired to be $5,500,000. The district that we call " the Pittsburgh 
district," which includes the territory from Akron around through 
Youngstown, Pittsburgh, Connellsville, Wheeling, Canton, Mas- 
sillon, and back to Akron — it is the western portion of Pennsyl- 
vania and the eastern portion of Ohio — now has a generating ca- 
pacity of 456,450 horsepower; it will need this year and next year an 
additional 440,000 horsepower. The estimated cost of the addition 
is $35,000,000. Baltimore, Lancaster, and the territory in between 
has a present installation of 167,460 horsepower; it needs 53,000 
horsepower more. 

Mr. Dew ALT. How do you estimate its coming needs — upon what ? 

Lieut. Stanley. TTpon the basis of orders that have been placed 
that are not yet in effect, or, rather, on the basis of plants that are 
not yet producing, but are being equipped to ])roduce, and consider- 
ing also, as one of the rather minor items, the normal expansion in 
the use of power by those same plants, not because they may be 
increased, but because, as they perfect their manufacture, they get 
their labor better balanced and their machines better balanced, so 
that they always increase their use of power from year to year. 

Mr. Dewalt. In other words, you have taken into consideration 
the present needs and the immediate prospective needs. 

Lieut. Stanley. Only lasting through this winter and next year. 

The CiiATKMAN. I understood you to sav that vour estimate was 
based upon the existing contracts. 

Lieut. Stanley. On existing contracts; yes. 

The Chairman. Mr. Dewalt was not here when vou made that 
statement. 

Lieut. Stanley. The reason why we are looking ahead to next 
year, on the basis of existing contracts, is because the construction 
work to take care of next year's load must be started right away. 
We know that if the increasing war program requires the pla4cing 
of additional orders in these districts — ^the particular ones we have 
mentioned not now being able to take any more orders, because 
they are filled up — that these amounts would be still further in- 
creased. 

I think I had gotten as far as the Baltimore district, having at 
present 167,460 horsepower; it needs 53,000 horsepower more, and 
we estimate the cost of supplying that as being $3,942,000. The 
Pennsylvania anthracite region includes the Hauto plant, which sup- 
plies the principal power system, having the biggest territory and 
the largest amount of transmission lines. Wilmington, Del., ffnd 
the near-by territory now has an installation of about 18,800 horse- 
power. It requires 13,300 horsepower more, at an estimated cost of 
$610,000. 

We have not a figure for the complete power installation, although 
I have given you the figure for the Hauto plant. There are a num- 
ber of smaller plants throughout the whole district, and we have 
studied the Hauto svstem and studied some of the needs of the others. 
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but we have not the complete available power, much of it being in 
the form of power plants owned by coal mines and for coal mines. 
The Pennsylvania anthracite district, as far as we have gone, needs 
58,000 horsepower additional. I might mention the fact that in 
this district is the Bethlehem plant, which was talked about here 
yesterday. The expenditure for the district we estimate as being 
$8,000,000, including a considerable amount of transmission. 

Mr. Dewalt. Will you permit me, Mr. Chairman, to ask a ques- 
tion at this pomt? 

The Chairman. Yes. 

Mr. Dewalt. Has it come to 3^our knowledge that there are sev- 
eral power plants located in that district which might be hitched up 
to the Hauto plant? 

Lieut. Stanley. Yes, sir; those plants, however, so far as we have 
foiuid as yet, will have a very small amount of power this sum- 
mer, but will have no surplus power this fall and winter. I 
think there is a plant in Reading and a plant in Allentown, if T 
remember correct! v. 

Mr. Dewalt. Yes. 

Lieut. Stanley. Both of those plants will have all they can carry 
this winter and they would afford only very temporary help at a 
fairly considerable cost of interconnection. The (juickest solution 
of the problem in that district is to increase the Hauto plant. The 
Hauto plant has three generators installed which are capable of 
carrying about 12,500 kilowatts each : they are boilered only suffi- 
ciently to run two units at the same time; the third unit was origi- 
nally installed as a spare unit, to be operated so that they could shut 
one unit down and overhaul it and still use their boilers to the full 
capacity. By boilering up the plant to ah extent which will let 
them run all three units at the same time about 12,000 kilowatts more 
can be thrown on the line. 

Mr. Dewalt. Have you ascertained the fact that the Bethlehem 
Steel Co. is now demanding 7,500 kilowatts'^ 

Lieut. Stanley. Yes, sir. We are also familiar with the cement 
industry situation there and the action taken to reduce their con- 
sumption by 25 per cent. 

Mr. Dewalt. That has again been cut 25 per cent more, has it not ? 

Lieut. Stanley. I did not know that, sir. We are trying, as we 
have tried in other cases, to work out an arrangement to finance 
the Hauto plant through the War Department, if we can find any 
legal way to do it. I want to point out, though, that that is going 
to be a 1(mg drawn out procedure, I am afraid, not because either 
side is laying down, but because it is not the clean-cut way to do it. 

Mr. Dewalt. I might suggest for your information, too, that it 
came to my knowledge this morning that there is a considerable 
po\t^er plant now for sale by the Allentown & Reading Traction Co., 
located between Allentown and Reading, for the reason that they 
are now obtaining their power from the Lehigh Electric Co. I wrote 
to Mr. Baruch this morning about that very fact. 

Lieut. Stanley. I do not think I have the Allentown situation 
here, because that comes within the Hauto plant system, and this is 
only a summarv. But I think there is no surplus power there; the 
plant may be for sale, but I do not think it has surplus power. I 
will be very glad to check that up. 
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Mr. Dewalt. I wish you woukU iHH'jiuse it iiiay Ik* of inteivst ti> 
your (lepartHient to know that that ph\nt couUl lx» obtaiiunl and 
hooked up. 

Lieut. Stanij-iv. The Hauto system is a very important systeui for 
the reason that it serves not only the BethU4iem phuit and the cemeut 
industries that have been mentioneil, but it also serves a <rreat ]^art 
of the anthracite coal region, and the outj)Ut of anthracite coal is a 
very important matter, as we all know. 

Mr. Stephens. Is this Hauto j)lant kuated at the coal mine^? 

Lieut. Stanley. Yes, sir. 

Mr. Stephens. They get their coal right there? 

Lieut. Stanley. Yes, sir. 

Mr. StI':phens. Is it soft coal i 

Lieut. Stanley. I think thev burn entirelv an inferior irnule of 
coal. 

Mr. Dewalt. Thev u e what thev get from tlie culm banks? 

Mr. Stephens. The wastage. 

Mr. Dewalt. Yes. I might ^ay that almost all of these cement 
plants have electrified their plants. I know that to be the fact, and 
perhaps you do not know it. 

Lieut. Stanley. I have not any doubt that that is the case, but 1 
have not been over the system mvself and do not know it from mv 

• • • 

own perscmal knowledge. The next general geographical distribu- 
tion I have here is the New England States. AVe have no figures that 
are complete for the present installatiim, but in 70 of the larger 
plants, out of a total of about '2()(), there is 1,200.0()() horsepower; they 
will need 75,000 horsepower additi(ma1 at a cost that we estimate to 
be approximately $14,()L>r),()00. 

Mr. Wtnsu)W. How do you ex])ect to obtain that? 

Lieut. Stanley. It is bet obtained and i;jost (juickly obtained by 
prv bablv increasing the steam reserves that can be fed onto the lines 
cf the Xew England Power Co. and other existing companies. The 
New P^ngland Power Company reaches clear acros ; from the north- 
eastern cornel- of Massachusetts dov.n to Pi'ovidence. K. I. It has a 
svstem of transniission lines that are reallv a belt across the middle 
poriicn of the southern Xew England States; it has at i)iVMent quite 
Irirge hydro-develoinnents and it has some steam develop-nent. Its 
lines are connected to Worcester and Providence, which both have 
big steam ])]ants. and c(mnected to a number of intermediate snniller 
systems with some steam capacity. The Xew England Power Co. 
has encngh generating capacitv to supply this ])orti()n of Xew Eng- 
land, together with the help of the steam plants now existing, when 
it has high water, but when it has low water, there is a shortage. 
Th:^ broad solution of the problem for this portion of XV w England is 
to scatter — not necessarily in the i)lants of the Xew England system 
itself, but in systems and in i)lants that can be or are connected with 
that system — additional steam units so that they will be run tem- 
porarily while there is low water. For instance, by supplying tin* 
night load in times of low water frcmi steam plants, the Xew England 
Power Co. can close its dams and then carrv the heavv peaks in the 
day time. The balanced use of watei' and steam would be most effi- 
cient in man power, in materials used, in resources used, and in coal 
consumption, which is a very important thing in New England. 
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Mr. WiNSLOw. During what portion of the year do vou estimate 
there is sufficient water to run that New Enfflancl Power Co. ? 

Lieut. Stanley. In general, and I would like to have this con- 
sidered as a general statement rather than as absolutely accurate, I 
think they have ample water from about February until just about 
the present time ; roughly half of the year. 

Mr. WixsLow. Has any consideration been given to the considera- 
ble waste of water power in the State of Maine ? 

Lieut. Stanley. Yes, sir; we have studied a number of those pow- 
ers. There are some very good powers there and there are a good 
many powers that can be built rapidly. 

Mr. AViNSLow. A great deal of it can be developed. 

Lieut. Stanley. Yes. 

Mr. Winslow\ Enough to run Xew England many times over. 

Lieut. Stanley. There is an enormous amount of power there. I 
think that probably one reason why its development has not been 
more rapid in the past is that the State law excludes the transmission 
of power out of the State except by special franchise. 

Mr. Win SLOW. That could be done now easily enough, could it not ? 

Lieut. Stanley. I would like to refer that to the lawyers, because 
I am not absolutely clear on that myself. It has resulted in the past, 
however, in not forming transmission companies to send it out of the 
State. 

Mr. WiNSLOW. How closely are you connect^l with the coal busi- 
ness to control the shipment of coal into the New England States in 
order to have enough to run the electric plants under higher pressure 
than at present if they have to supply this additional power? 

Lieut. Stanley. I am glad you brought that up, sir. I should 
have mentioned that in stating the organization of the power section. 
We have been very closely in touch with the Fuel Administration, 
and Mr. Stewart, who is the chief of the Public Utilities Division of 
the Fuel Administration, has sat in the meetings of the power com- 
mittee. The power committee meets once a week, and that com- 
mittee consists of Gen. Keller, Mr. Bulkley, and Mr. Darlington. 
Mr. Stewart has been called in at their request. We have tried, and 
have been, I think, quite successful — because they have helped us a 
great deal — in arranging so that the important stations for war work 
will receive their coal, if there is any coal to send to them. The 
Fuel Administration is thoroughly alive to the situation, and I know 
they heartily indorse this bill. They are trying to see that the coal 
situation is handled in such a way as to fit in with any development 
that may follow our schemes, and that our schemes, if they are not 
practicable because of the coal situation, are not started. 

Mr. WiNSLOW. Would it seem to you that as a natural consequence 
of supplying the needed power up there it might happen that the 
discrimination now being made against the New England industries, 
because they can not get power, would cease? 

Lieut. Stanley. I think that the present discrimination against 
New England industries is probably less a matter of power than it is 
a matter of other considerations, such as railroad transportation, 
bringing in the raw materials and taking out the finished product, 
as well as labor conditions, although power has undoubtedly had 
some effect. 
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Mr. WiNSLOw. I do not know how far you have gone into that 
commercial phase of it, but I would be interested to know to what 
extent you feel labor conditions are in any way holding back produc- 
tion in the New England factories. 

Lieut. Stanley. I am a New Englander myself. 

Mr. WiNSLOW. All right; we will get together on that. 

Lieut. Stanley. I know that the labor problem has been a source 
of considerable bother to manufacturers there. 

Mr. Winslow. Do vou mean to the manufacturers themselves or 
to the people in AVashington who undertake to tell what the trou- 
ble is? 

Lieut. Stanley. I tliink to the inanufacturers. I am speaking, 
principally, from any knowledge I have myself, about the western 
end of Massachusetts and the Bridgeport- Waterbury district. Those 
are quite busy districts, as vou know, and even before we went into 
war I knew they were having a great deal of trouble. The men I 
have seen from that district since have said that the labor situation 
is a very real problem. I think, however, that the railroad situation 
has been considered more serious than the labor. 

Mr. WiNSi/)w. Touching on the labor situation, have you had an 
opportunity to make a comparison with conditions in New England 
and other sections where they manufacture? 

Lieut. Stanley. Perhaps the best answer I can give to that, sir, 
is rather indirect: but I will say this and then answer anything more 
that I can. The so-called congested district is a district bounded 
on the west by a line so as to include all the New England States, 
the eastern portion of New York State, all of New Jersey, the east- 
ern portion of — I guess thi*ee-quarters of — Pennsylvania, back to 
Altoona, I think, the line crosses, and it swings eastward and in- 
cludes Delaware and part of Maryland and comes to the Chesapeake 
Bay just above Baltimore. That district has been closed, but not 
entirely for power reasons, although certain portions of it had been 
closed for power reasons in advance of closing the whole district; 
it was closed for fuel reasons, for railroad transportation reasons, 
and for labor reasons, the fuel and railroad problem being more or 
less interconnected, since fuel could not be transported in sufficient 
quantities when the railroads could not handle it and all the other 
materials necessary. 

Mr. Winslow. It had come to my knowledge yesterday the case 
of a town in Massachusetts which has an emptv factorv readv to 
be equipped : that it can get machinery, now out of use, in two weeks, 
sufficient to fill the factory; that it can get the necessary labor to 
man it ; and they are ready to agree to wholly operate it by the use of 
wood gathered from the section and without asking that any fuel be 
transported by the railroads; and that factory could then furnish 
commodities that the Government now wants very badly. Does that 
fit into these various propositions? 

Lieut. Stanley. That would be rather outside the power end of it. 
From time to time requests for information come to us from the War 
Industries Board about such matters — and they are scattered all 
through New England and these other States — but we do not pass 
on them at all, except from the power point of view. We say that 
there is power or is not power available. 



34 EMEEGBNOY POWER BILL. 

Mr. WiNSLOW. If it were brought to your attention tliat a concern 
would agree to make its own power and heat with wood, would you 
not feel that you should pass on such a case ? 

Lieut. Stanley. We would naturally want them to show us that 
they could get the wood and that they had the generating machinery. 

Mr. WiNSLOw. If they did that, would you feel you ought to go 
into that case? 

Lieut. Stanley. Yes, sir. I think it is fair to say this : That the 
Fuel Administration might object if a large number of men were 
required to cut wood, and the Labor Department might object, and 
their approval might be necessary before a contract could be cleared. 

Mr. WiNSLow. Why would the Fuel Administration object to wood 
being cut for the purpose of manufacturing an article which the 
Government is yelling for? 

Lieut. Stanley. They would not object to its being cut, but they 
would object — I am not quite clear which department would be in- 
terested — if an unnecessarily large number of men were diverted to 
that work when the same article might be manufactured somewhere 
else with greater economy of labor. 

Mr. WiNSLOw. But meanwhile it is not being manufactured at all 
in sufficient quantities, and there is no prospect of it, and yet here is. 
a concern which is willing to manufacture something that the Gov- 
ernment is shouting for and in manufacturing that article will not 
ask to have fuel delivered to it by the railroads, but will make the 
power and heat from wood. 

Lieut. Stanley. If there would be any question at all regarding 
fuel, it would seem to be a question of the total number of men re- 
quired to get the wood; but I do not Want you to understand that 
I am trying to say that that objection would be raised, and, as I say,^ 
I do not think it would come within our jurisdiction. 

Mr. WiNSLOW. I want to get the limits of your jurisdiction so 
I will know where to go. 

Lieut. Stanley. It would be a question of comparative man power,, 
the comparative cost of production and the time of production. For 
instance, the example came up the other day of the Eagle boats. 
New Jersey is in exactly the same situation as N'ew England so far 
as being closed to new business, and for the same reasons of trans- 
portation, fuel, and labor; but conditions were such that there did 
not seem to be any other place where they could be manufactured 
with benefit to the Government and the war program. There will 
always be exceptions as to those things which are important and 
which can be manufactured in some one place so much better than 
in another place or so much quicker, and the War Industries Board 
has reserved the right to approve the location of additional industries 
in the 'congested area if such a procedure serves the war program 
best. In other words, there are exceptions to every rule; that is all 
it amounts to. 

Mr. WiNSLOW. I do not know that this is a proper question for 
you to answer, but I would like to take a chance on it: Would you 
feel the existence of a plant — meaning the building, with power, 
equipment, and all necessary machinery, ready to start up to- 
morrow — would be a good excuse for these few men to go to work, 
to produce articles which the Government is yelling for? 
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Lieut. SxAiijLEY. From the power end absolutely, yes, sir; and, of 
bourse, I could not answer as to the other things. 

Mr. Stephens. What do you mean by the closed district in New 
England ? 

Lieut. Stanley. The congested district is an area walled off on the 
' map by a line — the line passing to the west of all the New England 
States — therefore all of the New England States lie in what is called 
the congested district, and that district is closed to new contracts, 
requiring the additional use of fuel, labor, power, and other resources 
beyond the extent to which they are now being used, primarily be- 
cause the Fuel Administration and the Railroad Administration say 
that the limit of transportation by railroads has been reached and 
that they therefore can not supply more fuel or materials to the 
district. The Labor Department, I believe, also said there was no 
labor for additional work there. 

Mr. Winslow. Mr. Stephens, the proposition is this: In New 
England it is like the corpse that was shown in a play some years 
ago called " Con the Shaughran." A fellow died, and he had a stiff 
knee joint — it was up like this [indicating] — and he also had a lame 
back. They put him in his coran in that form, with his knee stick- 
ing up this way [indicating], and every time they pressed down his 
knee his back would come up, and every time they pressed down his 
back his knee would come up. It has been the same way in Massa- 
chusetts for a goood many years — it has been either pwer, men, or 
something of that sort — and for years they have been giving New 
England the razoo in every form possible. 

The Chairman. You may proceed. Lieutenant. 

Mr. Winslow. I read in the newspapers yesterday that the New 
England soldiers were considered by the authorities to be the best 
soldiers who have gone over from this country, and we can make 
more of them, but they w^on't let us transport them. 

Lieut. Stanley. I have gotten, I think, to the Southern States, 
and I find a listing of plants of over 1,000 horsepower, plants 
smaller than that not being included. There is about 1,000,000 horse- 
power installed in the Southern States — exclusive of plants under 
1,000 horsepower — and w^e estimate that the additional power re- 
quired there for 1918 and 1919 is 135,000 horsepower, and that it will 
cost approximately $15,000,000. I might mention that just at present 
the cotton manufacturing districts supplied by big hydro systems— 
in North Carolina, Georgia, South Carolina, and Tennessee the 
plants being partly hydro and partly steam — are now short of 
power. This is due to rather unusual water conditions, but it is also 
due to the fact that they are fully loaded for normal conditions, and 
the fact is that the water is abnormally low and there is not enough 
power to go around in the cotton manufacturing districts. 

Mr. Winslow. You say there is not enough power in the South to 
take care of cotton manufacturing? 

Lieut. Stanley. Just at present. 

Mr. Winslow. Would that be so around the Atlanta territory ? 

Lieut. Stanley. Atlanta is short of power to-day. 

Mr. Winslow. And yet they are introducing a $5,000,000 proposi- 
tion there to make cotton duck, when the New England factories aro 
willing to agree to furnish all they want. 
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Lieut. Stanlp:v. The southern situation is susceptible of a fairB_j^ 
rapid increase in its power resources, and those are the districts thtmi 
this bill should be used to help out. It is not in the congested* di s-s- 
trict, as other States are, which means tliat it has the available fu^^l 
and labor and railroad transportation. 

Mr. Hamilton. AVhat is the area of this southern district? 
Lieut. Stanley. It is more properly the Southeastern States, froiri 
North Carolina around through Florida and Alabama and easter^ii 
Tennessee. 

Mr. MoNTAGFE. Is Virginia in the congested district or not? 
Lieut. Stanley. No, sir. Now, we have here a miscellaneous group 
of smaller ])ower systems which I have noted here as gathered from 
the Eastern and Middle AVestern States. Those are a great many 
of the relatively smaller cities and relatively smaller power companies, 
which, for simplicity, we put in one group by themselves so as not to 
confuse them with the larger electrical power systems. These par- 
ticular ones that we find to be short now have a capacity of about 
o50,000 horsepower, and we estimate that they will ne^d about 250,000 
more. The estimated cost for them is $31,250,000. 

The last item I have in this general summary is the Pacific coast, 
west of the Rocky Mountains, which we are now surveying. We only 
have preliminary information as yet, although we have had ah en- 
gineer out there for some months. It is a very big territory, supplied 
by companies having very big distribution systems. It is short of 
power, due principally to the increase in shipbuilding on the Pacific 
coast, and, as a preliminary estimate, we put down here a desirable 
expenditure for this A^ear and next vear as being probablv not less 
than $10,000,000. 

These figures show, so far as they go, companies having a present 
installation of about 3,716,210 horsepower that we estimate will re- 
quire additional power to the extent of 1,233,300 horsepower. 
Mr. Montague. What is the total cost? 
Lieut. Stanley. The total cost is $138,427,000. 
Mr. Stephens. On the Pacific coast alone? 

Lieut. Stanley. No ; this covers the whole summarized situation, so 
far as these statistics go. This information may be of interest : The 
Geological Survey told us that they have listed up as the approxi- 
mate capacity of central stations in the country, not including any 
power located in individual manufacturing plants, but covering the 
electric light, electric power, and electric railway svstems, a total of 
13,693,000 horsepower. The increase that we have listed here is only 
D per cent of the present installation. 

There is a figure that I could not obtain authoritatively as yet 
from Government sources, that the Geological Survey is now work- 
ing on. It is the normal growth in percentage of installation. The 
figure, I think, generally accepted by engineers without question is 
that it averages from 10 to 12 per cent a year. So that the total in- 
crease we have listed here is not in any way excessive: it is a sub- 
normal increase. That simply means that the power companies have 
stopped their expansion ; they have not expanded during the war as 
they would have normally, and that in listing up these figures as 
directly applicable to war work we are localizing the normal growth 
of the whole country in the war centers. 
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I want to emphasize very strongly one fact, that we do not pre- 
tend that these figures are final or complete so far as the whole, now 
known to be growing, war program is concerned. We can not pre- 
dict in power what the increase of the Army to 5,000,000 men is 
going to mean. These figures do not make allowances for that in- 
crease. Therefore we know that the totals we have shown here are 
not what the actual figures, as the war program goes on, are going 
to be. They are not as large as that. We show in this detailed state- 
ment, from these preliminarv and from the final surveys, a total of 
$138,000,000. The figure of $200,000,000 that was put in the bill was 
prepared from these general findings, plus the knowledge that as 
the Army program of 5,000,000 men came on the figures would have 
to be very considerably increased, and, allowing for that fact in 
some cases, perhaps in the great majority of cases, but anyway to a 
very considerable extent, the companies should and probably will 
advance a part of the total cost. 

The $200,000,000 figure, which is greater by about $60,000,000 than 
w^e have listed up here as the total cost, we are very confident is not 
too much by any means, because as fast as the war program develops, 
power work all over the whole country will have to be started this 
fall and this winter and next spring, just as soon as the weather 
conditions are suitable for construction, to get plants built in time 
to pick up the load that will come on as the Army contracts and the 
Navy contracts and the Shipping Board contracts for the increased 
war program retjuire power. 

Mr. Hamilton. What part of the Middle Western States have you 
surveyed ? 

Lieut. Stanley. We have surveyed in part, although we do not 
pretend absolutely thoroughly, Michigan, Illinois, part of Wisconsin, 
Ohio, Minnesota, and some of Kentucky. 

Mr. Hamilton. What part of Michigan particularly did you 
survey ? 

Lieut. Stanley. The big s^'stem in Michigan is the Consumers' 
Power Co. of Michigan. It has an interconnex^ted line running 
around from the eastern and the middle portion of the State through 
the southern portion of the State and back up to the western side. 

Mr. Hamilton. Southeastern Michigan, more particularly? 

Lieut. Stanley. Yes. We have figures on all that system, and we 
have figures on some isolated systems scattered over the State, prin- 
cipally where there has been a shortage. 

Mr. Stephens. How far west in the Middle States? 

Lieut. Stanley. We have been at the places where shortages have 
a))peared in Oklahoma and in Missouri and Arkansas, I think, and 
have Ibad a little bit, although not much yet, to do with Texas. I 
am not absolutely clear as to all these places; I am only giving what 
I can remember. 

Mr. Stephens. Did you go into Iowa and Nebraska? 

Lieut.. Stanley. We' got into Iowa; I am not sure about Nebraska, 
but I think we have been there. 

Mr. Stephens. It is not important. 

Lieut. Stanley. This book, by the way, has only a sheet for each 
system, and the system itself may serve a number of towns, but it 
is not divided by States, but by cities, so I can not offhand check 
the places we have examined in each State. 
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Mr. Montague. Do your figures sliow the relative propoition of 
the sources of the power of steam and water-power plants? 

Lieut. Stanley. In making the report we list up tlie generating 
capacity under those headings, so much steam capacity and so much 
water-power capacity. 

Mr. Montague. What is the relative proportion? 

Lieut. Stanley. The total figures for the country? 

Mr. Montague. Yes. 

Lieut. Stanley. I do not know. 

Mr. Montague. Appioximately, is it more water power or more 
steam power? 

Lieut. Stanley. I should guess that it was to-day considerably 
more steam power, but that is a guess absolutely. I could try to get 
some figures (m that if you would like to have them. 

Mr. Montague. Have you those figures with reference to the Xew^ 
England district, or any particular district? 

Lieut. Stanley. AVe have, so far as we have surveyed tJie plants. 
We do not have them in that form, but we have the data ; it simply 
needs to be added up to get figures for those systems where our sur- 
veys have been made. i 

Mr. Stephens. The figures given in debate the other day were six 
and one-half million water power .in the United States that w^as 
developed. 

The Chairman. I would say that nearly all of it is steam installa- 
tion. It takes too long to put in water installation to meet emergency 
requirements. 

Mr. Montague. I would like to have those figures. I imagined 
that the most of those installations were steam. 

Lieut. Stanley. The figures for installed capacity I have given 
from our surveys are of a combination of the two, but I have no 
summary dividing them and added them up as so much steam and so 
mucli water. They are both included, though, in these figures. Let 
me correct my statement. I think I may not have quite understood 
you. They are both included in the figures on the present generating 
capacity. The figures that we show here for additional capacity are 
almost entirelv steam. 

The Chairman. That is what I had reference to. 

Mr. Montague. Do some plants transmit power to other plants 
wholly within the States? 

Lieut. Stanley. They do both within the States and outside of the 
States. There are some steam plants now operating that transmit 
l)ower from State to State. An example is the Beach Bottom Plant 
at Wheeling, W. Va., which transmits power into the Pittsburgh dis- 
trict. It transmits west into Ohio over the line of one company and 
east into Pennsylvania over the line of another company. 

Mr. Montague. Is that the transmission of electrical power? 

Lieut. Stanley. Yes. 

Mr. Montague. For the operation of what? 

Lieut. Stanley. Principally coal mines and steel mills. That is, 
in the coal and steel district. One of the things that very commonly 
has come up in our survey is the probleni of the interconnecting of 
existing companies just as far as it is possible arid desirable, and this 
will undoubtedly have to be done in a number of cases. The solution 



EMEBGENCY POWER BILL. 39 

of the Pittsburgh distribution, for reasons of time if for no other 
reason, would mean that that whole territory should be connected 
up.. There are nine different companies, I think, in it. The figures 
here give the totals of installation and the totals of necessary expan- 
sions of those companies as a group, but an interesting figure in that 
district is that if proper interconnections are made for the war 
emergency we save 150,000 horsepower of installation in the way of 
spares. That is, the fact that if transmission lines are so constructed 
that the power can be delivered from the various stations located in 
that territory to any part of that territory — one station transmitting 
it along, relieving the load to the next one so that it can shove it 
further ahead — ^the spare problem is very much simplified, and a 
few spares scattered throughout the whole territory will serve for 
the whole district instead of each separate station having to keep 
idle a unit as big as its largest unit in order to make itself safe in case 
of breakdown. 

Mr. Hamilton. These plants so interconnected will be devoted 
exclusively to governmental business? 

Lieut. Stanley. They would be devoted to what we call war work, 
including direct governmental orders, a fairly large proportion of 
business that is not direct governmental orders, but is necessary for 
the war work, including the subcontracts of the direct war con- 
tractors or the subcontracts of those subcontractors, or forms of work 
at plants without which the country can not carry on the war. It also 
serves the necessary civil life of the community. 

Mr. Hamilton. That is local? 

Lieut. Stanley. That is local. 

Mr. Hamilton. Does it not necessarily follow that the proposition 
involved in this bill assumes that these industries, these plants, are 
to be devoted practically exclusively to war business? Otherwise 
you would be scarcely justified, would you? 

Lieut. Stanley. I would not like to have myself considered as the 
final authority on that. 

Mr. Hamh/ton. I think you know about as much as anybody who 
is likely to come before tnis committee as to these matters, and I 
think very highly of your opinion. 

Lieut. Stanley. I think it can be taken as a final conclusion only 
if you adopt the basis that the life of the country is a war measure. 
The supply of power to a city or between States, from city to city, 
as we have laid it out, is necessary for the life of the community, 
and if for only such proportion of the life in a community as is 
necessary and contributory to carrying on the war ; that proportion 
is practically 100 per cent of the life of that community. 

Mr. Hamilton. That is, war business? 

Lieut. Stanley. Yes. In those districts where the severe shortages 
have come up there is practically nothing else going on. 
. Mr. Hamilton. Is there a secondary or supplementary war busi- 
ness that is carried on by these plants, the power for which is pro- 
posed to be increased by this bill? 

Lieut. Stanley. If I understand you correctly, I will be very glad 
to give some examples. We feel it essential that street railroads 
shaU run. The people have got to live ; they have ^ot to go to work; 
they have got to come back from work. We feel it is essential that 
the houses of the laboring men shall be lighted decently with elec- 
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tricity. We, however, try to stop the wasteful use of electricity 
wherever we can. Power must be supplied to food concerns to 
enable the people to be fed, and so on. AH those things, and many 
others that I could mention, may not appear to be war work, but are 
included in our basis of war work. 

Mr. Hamilton. In other words, the ordinary living conditions 
of the people must be sustained'^ 

Lieut. Stanley. They must be sustained. 

Mr. Hamilton. Every member of this committee, I suppose, has 
this phase constantly presented to him : In the various districts 
represented by us there are manufacturing companies seeking war 
orders, properly enough. Those plants have the power and are pre- 
pared to fill orders of certain kinds. They send their agents hero 
to Washington. They are more or less dazed by the conditions that 
surround them and they practically get nowhere. We do our best 
to refer them somewhere. Frequently they go away without any- 
thing. Now, we are spending a lot of money here to increase the 
power of the country. There are many of these things where the 
question of transportation is not particularly vital. As far west as 
the district I represent — the southwestern part, of Michigan — there 
are a good many companies which are manufacturing war orders, 
but which could do a good deal more in this direction, and are un- 
able to secure orders. There are other companies which have power 
to spare, but are securing no war orders. Would it not be a good idea, 
while spending the money belonging to the people for the increase 
of power, also to connect those industries which have power with 
business — ^that is, while you are (connecting places by electricity for 
more power, why not connect other places which have power with 
more business. 

Lieut. Stanley. In the monthly rc^port that we prepare for the 
War Industries Board — I think Mr. Baruch left a copy yesterday — 
we list up the places we have oxannned under three general headings: 
Those places which show nonn;il power conditions. That means 
that they are neither overloaded nor have any undue amount of sur- 
plus. Next, those places which show power shortage, and, third, 
those places which show a power surplus. This monthly report is 
now being circulated through, I think, the majority of the contract- 
ing departments of the Army ard the Navy. AYe have from time 
to time applications from firms who want to take a Government con- 
tract and have agreed on prices with the contracting bureau and the 
question of location comes up. Their natural choice is their home 
town. The location among other things goes before the War Indus- 
tries Board to be approved. Now, wherever we say that we can not 
permit, for power reasons, a plant to be expanded or located in that 
locality, we try to get this list to the contractor and explain that if 
he will go here or there, or the other place, he can find power, and 
that for reasons of powder these are the places that he ought to go to. 
We are therefore trying as well as we can to redistribute or divert 
new work to power centers. 

Mr. Hamilton. Ought there not be some way by which these man- 
ufacturers could be able to obtain pieces of contracts without having 
to resort to the large contractor, who necessarily desire sto manu- 
facture as much as he can? Several smaller men may be able to 
utilize a good deal of power with a great deal of benefit to the coun- 



EMERGENCY POWER BILL. 41 

try; may be able to make the products faster than the big contractor. 
Yet I suspect that there is a vast amount of this energy, this power, 
that is not being used because these contracts are given to the big 
fellow. 

Lieut. Stanley. I am treading on ground that I am not sure of, 
because I do not know ; but I rather doubt that. We have found that 
a very big proportion of the war demand load does not come from 
the enormously big contractors. It comes from the little fellow, who 
is making a part of a shell, for instance. 

Mr. Hamilton. Do the little fellows ha\'e to go to the big con- 
tractors to get their work? 

Lieut. Stanley. Many of those are direct Government orders, so 
far as I know. Some of them are subcontracts : I do not know just 
what the situation is as to that kind of thing, but there is the tool- 
making industry, for keeping the plants equip]3ed, and keeping their 
machine equipment up to date and in good shape for carrying out 
the big war contracts. The big war ccmtract itself is an enormous 
feeder of small work in a district, and not necessarily for parts of its 
own work. The small work is incidental to its work. That is, the 
outside work, the small Avork, does not eventually go directly into 
he shell, or whatever they are producing; but it is the incidental 
things for their factory, tools, and sup])lies of all kinds. 

Mr. Hamilton. A few days ago there was called to my attention 
the case of a corporation engaged in the manufacture of bench vises. 
They have a lot of surplus power; they are able to manufacture a 
good many things that the Government might require. They inves- 
tigated, but do not seem to be able to land anywhere. I do not know, 
myself, hoTv to help them. Yet, there is plenty of energy, plenty of 
ability, and plenty of willingness. 

Mr. Montague. Is that power water or steam ? 

The Chairman. I want to remind the committee that we have 
a very important matter coming up on the floor this morning and 
that we will have to adjourn in a few minutes. I want to ask the 
lieutenant to come back Monday morning so as to submit himself to 
interrogation by the members of the connnittee. We have arranged 
for Mr. Meyer, of the Finance Corporation, to be heard at 10 o'clock, 
so we will have to interrogate Lieut. Stanley after that. 

Mr. Dbwalt. Mr. Chairman, I have here to-day Mr. G. S. Brown, 
who is president of the Alpha Portland CVment Co., who has just 
submitted to me a very succinct statement in regard to this eastern 
district of Pennsylvania, about which the lieutenant spoke. He has 
also given me the report of Mr. Crane, the general manager of the 
Hauto plant in this eastern district, and I think they would be very 
informing to this committee. 

The Chairman. Your request is that he be called ? 

Mr. Dewalt. Yes, sir. 

The Chairman. There is no objection to the printing of the re- 
ports, and I think it would be advisable to do so. 

Mr. Dewalt. I ask unanimous consent that Mr. Brown be called 
if we deem it necessary, and to have the statement of Mr. Crane 
also incorporated in the record. 

The Chairman. That will be done. 

Thereupon, at 12 o'clock, noon, adjournment was taken until Mon- 
day, August 26, 1918, at 10 o'clock a. m. 
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Bbief on Requirements of Electric Power by Certain Cement Plants in the 
Lehigh Valley District, by Mr. G. S. Brown, President Alpha Portland 
Cement Co. 

About the 9th of August, 1918, Maj. MacLaren, of the power division of the 
War Industries Board, called on G. S. Brown, president of the Alpha Portland 
Cement Co., at his office In Easton, Pa., and explained that he had been sent 
out by the War Industries Board, In response to complaints of the Bethlehem 
Steel Co. that power which it had purchased from the Lehigh Navigation 
Electric Co. w^as not being furnished by the latter company, to seek a remeily 
for the trouble. 

He explained that he had made an extended survey of the situation about 
four months earlier and had come to the conclusion that the Lehigh Naviga- 
tion Electric Co. would be able to meet its contract obligations with the Bethle- 
hem Steel Co. He stated further that the demand of the steel company had In- 
creased until It was necessary, If Its requirements were to be supplied, that some 
of the customers of the electric company be obliged to give up a part of the 
power being used by them. He also exi^lained that practically all of the power 
generated by the electric company was used In the production of coal, the pro- 
duction of cement, the operation of the steel plant, and the operation of public 
utilities; not more than possibly 2 or 3 per cent being used for what might, 
by any stretch of the Imagination, be classed as nonessential. He, therefore, 
thought he should recommend to the War Industries Board that 25 per cent 
of the day load of the cement companies be taken from them and given to the 
steel company. 

This would be equivalent to reducing the production of the cement companies 
from 15 to 18 per cent. Further Investigation developed the fact that this re- 
duction in power delivered to the cement companies would furnish only tem- 
porary relief to the steel company and that by the spring of 1919, If the same 
method of remedying the trouble were to be followed, no power would be 
available for the cement companies during the day. This Is equivalent to say- 
ing that they could not operate, since cement operation is continuous for the 24 
hours of the day. Attention Is therefore directed to certain facts In connec- 
tion with the cement industry. 

Introduction. — ^The Portland cement industry in the United States originated 
in the Lehigh Valley, Its chief development taking place between 1895 and 
1907. At the present time 16 companies are operating In this district, extending 
from New Village, Vulcanite, and Alpha, N. J., through Martins Creek, Stocker- 
town, Nazareth, Bath, Northampton, Siegfried, Cementon, Coplay, Ormr6d, 
Chapmans, and Evansvllle, Pa. These companies produced in 1917, 23,581.000 
barrels of Portland cement. 

Compcmies affected by the proposed reduction of power. — Six of the 16 com- 
panies have contracts with the electric company for their power. These six 
companies are : Alpha Portland Cement Co., plant No. 4, at Martins Creek, Pa. ; 
Nazareth Cement Co., plant at Nazareth, Pa. ; Penn Allen Cement Co., plant at 
Bath, Pa. ; Lawrence Cement Co., plant at Siegfried, Pa. ; Coplay Cement Manu- 
facturing Co., plant at Coplay, Pa. ; Whitehall Cement Manufacturing Co., plant 
at Cementon, Pa. 

Except the Whitehall Co., w^hich is just changing to the electric company's 
power, these plants are entirely dependent on the electric company for power. 
The demand on the electric company by the five companies, eliminating White- 
hall, which takes at present only 500 kilowatts. Is approximately 15,500 kilo- 
watts continuously. These six companies manufactured during 1917 7,130,000 
barrels of cement, which is slightly more than 30 per cent of the cement 
manufactured in 1917 in the Lehigh Valley district. 

Negotiations for electric power. — Early in 1913 the gentlemen responsible 
for the construction of the electric company's plant at Hauto, Pa., began to 
negotiate with the various cement companies seeking contracts for power. 
As noted above, the Portland cement industry developed in this region; con- 
sequently few. If any, of the companies had strictly modern power plants. 
In addition, nearly every plant was overloaded, resulting in more or less 
frequent costly shutdow^ns, and In some Instances requiring large expenditures 
to modernize and enlarge. Further, the Industry had grown rapidly In the 
Lehigh Valley and before this time it had been possible to find other deposits 
of material suitable for making Portland Cement in various parts of the United 
States, with the result that the market for the Lehigh Valley product was 
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seriously curtailed, and nearly all companies were operating with reduced 
earning. 

The electric company offered a means of overcoming some of the difficulties. 
They claimed to be able to furnish power as cheaply as the most modern plant 
could manufacture, and cheaper than most of the cement companies were 
manufacturing for ; their large output would take care of wide variations in 
demand, as contrasted with the already overloaded plants of the cement 
companies; a reduction in the number of men employed by the cement com- 
panies, a strong argument then as now; the elimination of the problem of 
coal supply for power; a freedom from loss of time due to breakdowns, or, 
stated differently, a continuous, constant, and elastic supply of power ; a more 
efficient power as far as plants using line-shaft drive was concerned; a much 
smaller capital outlay than if individual modern plants were erected by the 
various companies; and, finally, a long-term contract renewable for further 
long periods. 

These arguments were convincing to the Lawrence and Alpha companies, 
and in 1914 the electric company began supplying power to these two companies. 
The statements made by the power c()mi)any were shown by experiments to be 
close approximations to actual facts, and additional cement company contracts 
were made from time to time with the electric company until, instead of 4,000 
or 5,000 kilowatts furnished the cement industry in 1914 by the electric com- 
pany, there is now being furnished approximately 16,000 kilowatts. In use It 
developed that the power was uniform, regular, elastic, and generally satis- 
factory, consequently the various companies gradually dismantled their indi- 
vidual power plants, with the exception of the Whitehall, and are now entirely 
and absolutely dependent on the electric company. 

Cost of installinf/ this poiver. — The companies referred to have expended in 
changes to their plants in order to make this power available, large amounts 
of money. The amount varied with the different ctmipanies from $50,000 to 
Jf;26(>.000 ; the gross amount being aDproxiuuitely $770,000. 

Investment in plants concerned. — The companies represented in this brief 
have invested in their business in real estate, buildings, equipment, supplies, 
and working capital sums varying from $900,000 to $4,570,000; the total for 
the six plants being $17,180,000. This large investment is represented by se- 
curities in the hands of the public of .'>lp85,000 bonds, and $9,760,000 stock. 
The balance of the investment being surplus. Approximately 20 per cent of 
these securities are held in the Lehigh V'alley itself and at least 50 to 75 per 
cent in the State of l*ennsylvania. 

Men employed and ivayes paid. — In the plants represented are employed di- 
rectly 1,900 men^ whose wages per annum at the present rate amount to over 
$2,5(io,000. A large ninnber of these men have been employed for a long time in 
their respective plants; have purchased homes for themselves, and would find 
it difficult and expensive to adjust themselves to other employment. The 
curtailment of outjmt or closing of these plants will be a very great loss to 
the communities. Applying the usual measure, not less than 10,000 people are 
dependent directly upon the prosperity of these plants, in addition to half as 
many more who thrive by reason of collateral employment. 

Sailing of coal, trmhsportation, and labor. — The installation of electrical 
power has resulted in the saving in the plants represented of 306 men daily and 
api)roximately 280,000 gross tons of coal per annum. Granting, for the sake 
of argument, that other jjlants could make up the shortage of cement caused by 
closing these, surely the saving of men and coal and transportation represented 
by the above, in these times when man power is so important, coal supply so 
short, and transportation so difficult, aside from any other factors, should be 
c(mipelling reasons for keeping these plants in operation. 

Cement an essential product. — When so much is said as to the necessity for 
curtailing those trades and industries which do not directly enter into the 
successful prosecution of the war, consideration should not fail to be given to 
the fact that at the present time between 30 and 60 per cent of the shipments 
of these cimipanies goes directly to the United States Government. Of the 
balance nearly all goes to the repair or extension of plants directly engaged 
m producing 'material necessary for the prosecution of the war, or the repair 
and extension of transportation facilities so badly needed, or to the increasing 
of production and conservation of food products. These facts al*e shown by 
sworn statements tiled monthly with the priorities divisi(m of the War Industries 
Board, and are the basis for the preference in coal and other supplies enjoyed 
by the Industry. At this time coal oi)erators are ordered to supply 100 per cent 
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of oemeiit plant contracts and orders, being preceded on the list oidy by rail- 
roads, pui)lic utilities, by-product plants, steel mills, and tidewater (chiefly for 
bunker purposes) coal. 

Long of good will ami trade. — Should the recommend ation of Maj. MacLaren 
be carried to its lojj:ical conclusion, then, next sprinj?, all of these mills will 
be iille. With the exception of the Whitehall and the Alpha all will be oblisred 
to discontinue their business entirely. Alpha will be jjreatly curtailetl, about 
67 per cent in this district ; Whitehall somewhat curtailed. Their trade and the 
good will, which represents the labor of many years and the expenditure of 
large sums of money, will be destroyed. No estimate of the damage to these 
companies in this respect can be ventured. 

Conclimon. — It should be noted that the cement comimnies have for years 
been depending on this i>ower, while the steel company has only recently begun 
to use it and that — while duly adverti?<ed by the electric company that it could 
not furnish additional i)ower — the steel company has gone on extending its 
plant and increasing its power demand withcmt in any' way making provision 
to supply the same. 

The failure of the electric company to arrange to care for this additional 
power will be fuUy covered in a brief to be submitted by it with this. A num- 
ber of methods by which relief may be procured will be suggested arid it Is 
urged that an essential business be not destroyed because the Bethlehem Steel 
Co. did not properly provide for its own necessities. 

It is respectfully submitted that the electric company, in view of the above 
facts, should be directed to continue to supply the (cement companies with the 
l)ower needed, giving to the Hethlehem Steel Co. what surplus they may have. 



Supply of Power ky the Lehich Navigation Klectrk? Co. 

The Lehigh Navigaticm Electric Co., which is supplying power to the Bethle- 
hem Steel Co., represents: 

(1) That they have a plant at Hauto. Pa., with a capacity of 30.00() kilowatts. 

(2) That the load supplied in June, 1918, from this plant was 36,000 kilo- 
watts, made up as follows : 

Kilowatts. 

Bethlehem Steel Vo 9.500 

The cement companies 15.000 

Coal companies 7,500 

Miscellaneous power 4,000 

Total 36,000 

Of the miscellaneous power, amounting to 4,000 kilowatts, five public utilities 
take 3,200 kilowatts, and the remaining 800 kilowatts is supplied to 31 custom- 
ers, ranging from 1 to 171 kilowatts each. 

(3) That additional power is obtained from the Harwood Electric Co.. who 
have a 20,000-kilowatt plant at Harwood, Pa., and from the Lehigh Valley 
Transit Co., who have a 20,000-kilowatt plant at Allentown, l*a. 

(4) That the Lehigh Navigation Electric Co. is acting as the operating com- 
pany for the following subsidiary companies of the Lehigh Power Securities 
Corporation ; Harwood Electric Co. ; Lehigh Valley Light & Power Co. ; Hazle- 
ton Steam Heating Co. ; Schuylkill Gas & Electric Co. ; Stnmdsburg Electric 
Light & Power Co. ; Shenandoah Light, Heat & l»ower Co. ; Columbia & Mon- 
tour Electric Co. ; Northumberland Coimty Gas & Electric Co. ; Northern Cen- 
tral Gas Co. ; and the Lehigh Valley Transit Co. (power house and substations). 

That these plants are all connected together by transmission lines and the 
power houses operated to give the maximum capacity with the most economical 
operation, and that they include electric service to the following large cities 
in the northeastern part of Pennsylvania : Stroudsburg, Bethlehem, Allentown, 
Coplay, Catasauqua, Northampton, Mau(!h Chunk, Lehighton, Slatington, Hazel- 
ton, Mahanoy City, Shenandoah, Berwick, Bloomsburg, Danville, Sunbury, 
Milton, Emaus, and gas service to several of these cities as well as Williams- 
port, Pa., and that they also supply current for lighting several towns on the 
Philadelphia division of the Lehigh Valley Transit Co., and that the territory 
served includes a population of about 600,000. 
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(r») Including? all these companies and the Lehigh Navigation Electric Co. 
for the month of May, the current sold was divided as follows : 

Per cent. 

Cement 29.8 

Coal mining 16.3 

Machine shops (including Bethlehem Steel) 17.0 

Textile mills 4. 5 

Public service corporations ' 19. 5 

Lighting _• ^ 5. 3 

Miscellaneous (including ice plants, brick plants, etc.) 7.6 

. Total : 100.0 

(6) All power plants of the affiliated companies are now loaded to capacity, 
and are carrying a peak of 67,000 kilowatts for one hour, with an average daily 
load of 50,000 kilowatts. 

(7) That the Bethlehem Steel Co. has made a request for 12,00p kilowatts 
in addition to their contract demands of 7,500 kilowatts, and have told us 
that they will require an additional 15.000 or 20,000 kilowatts in the next four 
or jftve months, and that they were counting on the Lehigh Navigation Electric 
Co. for the supply of this power as they have made no arrangements to take 
care of it in their own plant. 

(8) That the coal mining companies and other war industries on the system 
of the Lehigh Navigation Electric Co. and its affiliated companies have told us 
that they will require 15,000 kilowatts additional in order to take care of de- 
mands for increased output by January 1, 1919. 

(9) That the Navigation Electric Co. had ordered and started work on an 
additional 10,000-kilowatt unit to be in operation in the summer of 1918, and 
an additional 30,000-kilowatt unit to be in operation early in 1919; but on 
account of the impossibility of borrowing money this work was discontinued. 

(10) That during the months of January and February our New York office 
presented miscellaneous data to the Power Committee of the War Industries 
Board of the Council of National Defense as to the general power situation, 
and under date of March 1, through the same channels, a complete study of this 
situation, with definite suggestions as to the manner in which the power 
requirements could be cared for, with cost involved and time necessary for 
doing the work. A number of conferences \vere held, and, again, on April 27 
a complete memorandum on this subject was presented through the same chan- 
nels, with a copy to the Federal Fuel Administration and the Pennsylvania 
Fuel Administration. 

(11) That the Lehigh Navigation Electric Co. has not the funds, and can not 
borrow the funds, to go on with this work, and that it is necessary that the 
Government furnish financial assistance of some sort to permit this work being 
carried on, and that these plans are still possible of execution if the money is 
obtainable on a reasonable basis. 

(12) That these plans contemplate that 70,000 kilowatts can be Installed, 
with necessary transmission lines, etc., for approximately $7,000,000; that 
200,000 kilowatts, with the necessary transmission lines connecting Philadel- 
phia, Trenton, etc., can be installed for approximately $20,000,000. 

(13) That temporary relief can be obtained as follows: 



Place. 



Allentown. 
Reading... 
Hauto 



Amount of 
power. 



Kilowatts. 

5,000 

5,000 

15,000 



Cost. 



$150,000 

300,000 

1,600,000 



Time 
necessary. 



4 months. 
8 months. 
Do. 



(14) Finally, the navigation company represents: 

(a) That the cement companies were the first customers of the power com- 
pany, and it was the contracts for these companies that enabled the power 
company to start operations, and that last fall one of the largest cement cus- 
tomers told us that they had a market for their steam equipment and, before 
selling it, wished to know if we were in a position to take care of their power 
requirements. At that time we made a careful canvass of our customers, 
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including the Bethlehem Steel Co., and, with the enlargements to our plant 
which we expected to install, we told them that we would be fully able to meet 
their power requirements, so that we feel a moral as well as a contractural 
responsibility for supplying power to the cement companies. 

(b) That the Lehigli Navigation Electric Co. spent considerable money in 
the development of the Coxe Stoker and the burning of the smaller sizes of 
anthracite fuel, and it was through these experiments that this stoker was 
developed to a iwint that made the burning of the smallest sizes of anthracite 
fuel possible. 

(c) That they have installed a laboratory and an efficiency organization 
for securing the best results in the burning of anthracite and bituminous fuel, 
and have an operating organization that is capable and equipped to handle 
large power plants in an economical and satisfactory manner. 

(d) That their engineers have located suitable sites for power plants in the 
anthracite coal fields which will use this small size fuel and render unnecessary 
the use of railroad equipment and coal that would otherwise be required for 
transporting fuel to a large number of small isolated plants. 

It has been estimated that the electrification of the anthracite mines now 
operated by steam would release 8,000.000 tons of coal per annum that is now 
used for power purposes. 

It would also release 3,750 men now used for power production in the mines. 
If these men were put to mining coal a further annual producticm of 2,000,000- 
tons could be counted on. 

If this 70.000 kilowatt were installed it would release 840,000 tons .of coal 
which would otherwise be required to operate the several isolated plants. The 
transportation of this coal would require the use of 16,8000 fifty-ton cars, or 
one train of 56 cars eacli daily. 

(e) That they have a capable engineering organization to design and build 
these power plants. 

(f ) That much of the equipment that was ordered for additional power is still 
on order, although the production is lield uj) and can be rushed through to- 
completion at an early date. 

(g) That they should be able to obtain financial assistance so that |:hese 
plans can be put into effect at the earliest possible moment, in order that 
there will be a suitable supply of power available in their territory to in- 
crease the mining of coal and supply the requisite assistance to the Bethlehem 
Steel Co., American Car & Foundry Co., Milton Manufacturing Co.. Worthing- 
ton Pump Works, cement plants, and other manufacturing plants and manu- 
facturers of war materials in their territory. 

(h) That they are willing to place their organization at the disposal of the 
Government in every possible way looking to the successful prosecution of the 
war and supply of power for the production of the necessary materials re- 
quired. 

Committee on Interstate 

.vND Foreign Commerce, 
House of Representatives, 

Moi}day^ August 26^ 1918. 

The committee met at 10 o'clock a. ni., Hon. Thetus W. Sims 
(chairman), presiding. 

The Chairman. The committee will come to order. Mr. Dillon 
will make the first statement this morning. 

Mr. Dillon, will you kindly exi)lain to the committee the necessity 
for this legislation, giving your name and present position? 

STATEMENT OF MR. CLARENCE DILLON, REPRESENTING THE 

WAR INDUSTRIES BOARD. 

Mr. DiiJX)N. Some months ago we began to get complaints in the 
Philadelphia district and around Pittsburgh from people that had 
Government contracts that they could not get power to carry out 
their contracts. Mr. Baruch then had an investigation made of the 
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situation^ and the War Industries Board sent a man to go over all 
the existing contracts that the power companies had, and also over 
all the applications which they had received for power which they 
were not able to fill, and he found that there were very large 
demands for power for actual war orders, which power could not be 
supplied. 

The same sort of a careful analysis was made in Pittsburgh, Phihi- 
delphia, and in what we call the New Jersey district, and the saii>e 
facts were found in each case. 

Then the different power companies were called down to Washing- 
ton to discuss the question of furnishing additional facilities. These 
companies said that they were unable, themselves, to furnish the 
money to put up any additional facilities at this time; that they 
would have to have help. After those individual meetings there 
was a general meeting held in New York at which the various power 
companies from these districts and their bankers were present, and 
in this general discussion it developed, from the statements of the 
bankers, that the various power companies were unable to get the 
money themselves. When this situation was made clear to Mr. 
Baruch he went to the various departments, the War Department, 
the Navy Department, and the Shipping Board, to find if they had 
any funds available by which they could assist these companies. 
It developed that the Navy Department had none. The Shipping 
Board had a small amount. The War Department had no funds 
available for this purpose, but they could secure probably small 
amounts which could help in a very insignificant way. 

Then Mr. Baruch asked Mr. Meyer and some other gentlemen to 
prepare a bill to relieve this situation, as it was eminently critical, 
and unless we did get relief the whole war program would be very 
seriously curtailed and we would fall down on our program this 
winter, and next year we would be in a hopeless position regarding 
the program as laid down for that time. 

We had hoped before Congress adjourned to get something through 
at that time, but when it was found impossible to do anything before 
the recess, we then arranged with the War Department, the Navy 
Department, and the Shipping Board to divide those three terri- 
tories, giving Pittsburgh to the War Department, Philadelphia to 
the Shipping Board, and New Jersey to the Navy, and asked them if 
they could not do something pending legislation to help this situa- 
tion. Nothing has been done at all by the Navy in New Jersey; 
nothing has been done by the Shipping Board in Philadelphia, 
although the Shipping Board are negotiating with the company 
there to try to reapportion their power to get some small relief pend- 
ing this legislation, but any such relief will be infinitesimal. 

In Pittsburgh the War Department has made one small contract 
with one of the companies there whereby the War Department fur- 
nished 40 per cent of the cost of the new development and the com- 
pany financed 60 per cent. Under the terms of that agreement the 
War Department will absorb any war wastage, as the plant will be 
taken over after the war by the power company at an appraised valu- 
ation at that time. This contract was very clumsy and difficult to 
handle because the War Department had no funds for that purpose. 
The only way they could help was to make advanced payment on the 
power purchased and then to arrange an adjustment of the price of 
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the power purchased in order to take care of the war wastage on the 
high price of construction at this time. 

Trying these things out has convinced us all that it is impossible 
to get relief in this way ; that all that can be done is very trifling, 
and that unless we get some broad, comprehensive way of working 
the situation out we are going to fall down on our war program. 
That is the plain English of it. 

All the money that is asked for in this bill will not be lost by the 
Government by any means. The money will be advanced in each 
case under special conditions surrounding that case, just as a banker 
would loan money to any particular company. It will be handled 
in the same spirit, and I am convinced that a very large part of this 
money will be returned to the Government. 

I can not say anything too strong in the way of impressing upon 
you gentlemen the necessity of pushing this legislation with all pos- 
sible dispatch. 

The CJhairman. I suppose your statement is practically just sup- 
plementing the statement of Mr. Baruch and Secretary Baker ? 

Mr. Dillon. Up to this point that is true. 

Mr. EscH. You say you called down to Washington the represen- 
tatives of the power companies and laid before them the situation 
and the need for increasing power. In that interview were the terms 
upon which the Government was to make advances, as per this bill, 
presented ? 

Mr. Dillon. No; no specific terms in those early interviews were 
taken up. It was to ascertain whether the companies themselves 
could do this. 

Mr. EscH. Well, has any effort been made to get the views of the 
power people as to the terms, as set forth in the pending bill? 

Mr. Dillon. Mr. Meyer can answer that particular question better 
than I can, because he worked on the particular bill with the various 
companies. 

Mr. EscH. You stated that there were some funds available in 
the Army appropriations and Navy appropriations and possibly ap- 
propriations for the Shipping Board that had been or could be 
utilized in aid of increasing power production. 

Mr. Dillon. You did not understand me if you thought that was 
what I said. I said that the Navy said they had no funds that could 
be used for that purpose. The War Department has no funds that 
it can use for increasing power production. The way they were able 
to execute this one contract was by purchasing power and making an 
advance payment against the power to be delivered. They had to 
buy that power to do that, and that only covers a very small part ot 
the situation. 

Mr. EscH. Was that the instance cited by Secretary Baker, to the 
effect that through some circuitous way they were able to get some 
increased production? 

Mr. Dillon. It was. 

Mr. EscH. You have no direct authority then to make any ad- 
vances or to purchase a plant in order to increase power production? 

Mr. Dillon. No. 

Mr. EscH. Didn't the Army appropriation bill a year ago give the 
War Department power to commandeer any plant or industry neces- 
sary for war production? 
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Mr. Dillon. Yes ; they can do that, but it is not adaptable to this 
power situation — there is no one power plant whose entire production 
is needed for the Army. You understand if they commandeer a 
plant they would have to commandeer that plant for the benefit of the 
Shipping Board, the Navy, and the civilian population as well. 

Mr. EscH. In other words, they could not segregate the purpose? 

Mr. Dillon. That is it exactly. 

Mr. EscH. The War Department therefore has not availed itself 
of that power given in the Army appropriation bill to commandeer 
plants ? 

Mr. Dillon. In connection with power? 

Mr. EscH. Yes. 

Mr. Dillon. It is not practical to do it. 

Mr. EscH. For the reason vou have stated ? 

Mr. Dillon. Yes. 

Mr. EscH. Practically all power plants deliver power for many 
other purposes besides war production. 

Mr. Dillon. You may call it all war essentials. 

Mr. EscH. For the War Department. 

Mr. Dillon.- For many necessities other than the War Depart- 
ment, such as Navy, Shipping Board, eto. 

. Mr. EscH. You stated that the $200,000,000 asked for in this bill 
would not be lost by any means ; that the wastage would be a loss. 

Mr. Dillon. Yes. 

Mr. EscH. Have you any idea, or can you formulate any idea, as 
to the percentage oi such wastage ? 

Mr. Dillon. That would be a very difficult matter because to for- 
mulate that means you have to assume conditions after the war. 
Equipment is all more expensive to-day than it was before the war. 
Whether that equipment is going to go back to the prices that existed 
before the war is largely problematical. The general opinion is that 
it will go off somewhat from present prices, but there is an equally 
broad opinion that it will not go back to the lowest prices that existed 
before the war. The terms under which funds are advanced will be 
such that as power is delivered a certain amount of the advance 
will be taken care of, and the longer the Government takes power the 
more of the money advanced will be returned. Those contracts will 
be made each one upon their merits, and each will undoubtedly have 
different terms and conditions. But if you use that power for any 
length of time it is reasonable to suppose that a very large part of 
the money will be recovered. If you increase those plants and the 
war comes to a very abrupt termination and you do not use a great 
deal of that power, in that event the war wastage of that equipment 
may be larger. The Government need not sell those plants at the 
termination of their own contract. That can be determined by agree- 
ment. 

Mr. EscH. These power plants now in existence, and the plants 
that may be constructed by the Government under the bill are, I take 
it, in the congested manufacturing areas largely ? 

Mr. Dillon. That is not necessarily the case. There are areas not 
particularly congested that are also short of power. The particular 
places that are worrying us at present are in what you might call 
the congested districts. 

80889—18 4 
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Mr. EscH. Yes; that is where you made your intensive investiga- 
tion? 

Mr. Dillon. That is where the intensive shortage developed. 

Mr. EscH. Well, now, my question is this: After the war is over 
these added power facilities, being located in areas where there is a 
big demand lor power, do you contemplate that much of such addi- 
tional power plant facilities will be dismantled after peace comes? 

Mr. Dillon. I do not contemplate that. 

Mr. EscH. So that those new plants, or the additions to existing 
plants in these areas, are liable to survive the war; to that extent^ 
therefore, the $200,000,000 would not be a waste ? 
. Mr. Dillon. That is it, exactly. 

Mr. EscH. Of course, the terms and conditions upon which those 
additional power facilities, existing plants, would be taken over 
would depend upon the terms of this bill ? 

Mr. Dillon. Yes; and the terms of the particular negotiations 
covering each instance. That money should be advanced and loaned 
by the Government, just as it would be by a private banker on the 
same terms and under the same safeguards, to protect that money 
of the Government. 

Mr. EscH. But it is conceivable that a power plant may be con- 
structed by the Government under this bill in a locality far removed 
from a market, so that when peace comes it might not be possible 
to continue the utilization of that power plant. 

Mr. Dillon. That is possible, but no power plant would be built 
except to supply power to some industry. 

Mr. EscH. They might grow right up around the plant. 

Mr. Dillon. But that industry would always need power. It is a 
question whether the industry will be runnmg after the war, but 
there would be no power plant built in an isolated place not fur- 
nishing power to anyone. They would furnish power to essential 
industries. That would be the only justfication for building the 
power plant. 

Mr. WiNSLOw. What use do you think would be found for the 
excess power over the normal that you are providing for now when 
the war will be over? 

Mr. Dillon. If that is excess ])ower, there will be no use for it,, 
but the way it has developed in the past has been that what we have 
built in any year and thought was excess power, in the subsequent 
years we found was not excess power. 

Mr. WiNSLOw. Yes; but would you contemplate — of course, that 
is the theory — ^but would you contemplate the reduction of the use 
of power following the war? 

Mr. Dillon. I think that it is reasonable to assume, for the time 
being, that there might be such a reduction. 

Mr. WiNSLOW. Then you would feel that this would apply to the 
ultimate consumption of the power now established, rather than 
what might be established for purely war purposes ? 

Mr. Dillon. Yes; I personally think that immediately after the 
war the industries that were using the bulk of this power would not 
have the use for all the power thev had been using, and therefore 
there would have to be a redistribution of that power, although 
other industries to which we are now denying power now would 
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then be ready and wiling tp take power, so there would be a read- 
justment of that power. 

Mr. WiNSLOw. Don't you feel that with the power that you con- 
template establishing that thjere will be more than the normal 
amount on hand when the war is over, for all purposes? 

Mr. D1LI.0X. Possibly. 

Mr. Win SLOW. Then how would you finance the properties that 
you want to turn over to the now existing power companies? How 
would you finance the turnover at the end of the war if there was 
not the immediate use for all this extra power that you are estab- 
lishing now ? 

Mr. Dillon. Well, you can do that in two ways. You can advance 
this money to companies for extensions against the purchase price 
of the power, and you can use a part of the purchase price of that 
power to amortize a part of your advance. You can also agree at 
the end of that time on an appraised valuation if you sell it, and you 
can give yourself latitude so that you do not have to offer it for 
sale the moment the war is over, in that period of depression that 
may come, but you may carry it through if you like. 

Mr. Win SLOW. Do you think there is anything in this bill that 
contemplates the final control of power by the Government in places 
Avhere it may be established? 

Mr. Dillon. I do not. That point was discussed in drawing the 
bill, and everyone connected with it was as careful as they could 
be to avoid in any way touching on that subject. We left that 
question open, to be decided at some future time. Mr. Baruch, par- 
ticularly, spoke of that on several occasions, and we were all agreed 
that that issue must not be brought into this bill in any way. 

Mr. WiNSLOw. You feel that the bill is so drawn as to preclude 
that? 

Mr. Dillon. Yes. It is the intent that it should be so drawn, and 
I feel that it is. 

Mr. W1N8LOW. Do you think that the establishment of additional 
power for war purposes as provided for in this section would tend 
to relieve the New England manufacturers from the restrictions now 
being put upon them? 

Mr. Dillon. Yes; I think more power there will relieve the situa- 
tion. The coal situation would be materially helped in New Eng- 
land. That field is now being surveyed by the power section with 
just that point in mind. 

Mr. WiNsix)w. Do you know to what the experts feel that the lack 
of power is due? 

Mr. DiLix)N. To increased activities, but I have not the detail 
figures of the power section on that. 

Mr. Hamilton. Mr. Dillon, you are on the War Industries Board 
in some capacity? 

Mr. Dillon, les, sir; I am there assisting Mr. Baruch. 

Mr. Hamilton, This power has to be furnished, or is to be fur- 
nished, for the purpose of increasing facilities for the production of 
munitions of war, I take it, things used particularly in war? 

Mr. Dillon. Not entirely. Ii you mean that all this power is to 
go to the making of guns or shells — ^no ; because a certain amount of 
power is absolutely essential indirectly for the production of those 
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munitions of war; in other words, to keep up the life of the com- 
munity. Street railway transportation, for example, must go on. 

Mr. Hamilton. I understand that. There is a local necessity in 
every case. 

Mr. DiLLOX. But power will not be increased in order to give addi- 
tional power to a piano manufacturer, for instance. 

Mr. Hamilton. Precisely not. Now, what particular lines of pro- 
duction have you in mind in connection with this increased power? 

Mr. Dillon. It is most varied. Practicallv everv industry comes 
ui>der it. 

Mr. Hamilton. Name some of the larger matters. 

Mr. Dillon. In the districts that we were just talking about, of 
course those happen to be the manufacturing districts where the out- 
put is varied. I can not say that it is largely anything. It is prac- 
tically everything that goes into shipbuilding, everything that goes 
into the making of munitions — that is, guns and shells; everything 
that goes into the making of engines, machinery, and trucks — I think 
you are perfectly safe in saying that the total industry that goes into 
our war program is what we have in mind right now, and practically 
every branch of that industry is affected by power shortage that 
exists to-day. 

Mr. Hamilton. But the primary reason for the increase in power 
is for use in conjunction with the increase of the output of war 
materials ? 

Mr. Dillon. The necessity for the production of materials for car- 
rying on the war is what has made the increase in power necessary. 
That answers it, does it not ? 

Mr. Hamilton. Yes. Now, I am simply asking these questions as 
bearing upon the inquiry of Mr. Esch about the probable utilization 
of this increased power after the war. 

Mr. Dillon. In the manufacture of war essentials we get right to 
the fundamental industries of our modern life. Practically every 
industry, with few exceptions, is called upon for increased produc- 
tion, so that the use of this power after the war depends largely 
upon our national life after the war, on general industry and trade. 

Mr. Hamilton. It depends upon our national life; it depends upon 
our local consumption and our foreign trade and all those things. 

Mr. Dii^ON. Exactly. We are not using this power for the con- 
duct of business that is useless when the war is over. 

Mr. Hamilton. And, of course, it could be utilized in every busi- 
ness? 

Mr. Dillon. Yes, sir. 

Mr. Hamilton. And we hope that there will be business. 

Mr. Dillon. Yes. 

Mr. Hamilton. That is about all there is to it. 

Mr. Dillon. That is all that anyone can say. 

Mr. Parker of New Jersey. Mr. Dillon, are you able to state 
whether after the Civil War our business and prices did not increase 
for five years — until 1870 — notwithstanding the taking away of 
war bu3iness? 

Mr. Dillon. I do not know, sii*, except from general hearsay. 

Mr. Parker of New Jersey. There are plenty of statistics on that 
subject. 

Mr. Dillon. I have not studied those statistics. 
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Mr. Parker of New Jersey, Haven't you heard that there was a 
general advance in prices and business up to the year 1870? There 
was a setback then until 1873, but no gi*eat fall until that date. 

Mr. Dillon. That has been my understanding and impression. 

Mr. Parker of New Jersey. And if that were the case in this case 
there would be no loss then from prices ? 

Mr. Dillon. No. 

Mr. Parker of New Jer3ey. Are not central power plants con- 
nected Avith various manufactories available for quite a distance from 
the power plant? 

Mr. Dillon. They are. 

Mr. Parker of New Jersey. For what distance ? 

Mr. Dillon. You can get that from the experts. I understand 
that power can be transmitted commercially 200 miles. But I 
would much rather you would obtain such facts from the engineers. 
I am not an engineer. 

Mr. Parker of New Jersey. There is no doubt about the practi- 
cability of transmitting it 100 miles anyhow ? 

Mr. Dillon. No. 

Mr. Parker of New Jersey. And is it not claimed that there is a 

great saving in power over the production of power by each in- 
ustry, in so far as the varying wants of such industries by night or 
by day or by seasons can be averaged a3 between local power pro- 
duced ? 

Mr. Dillon. That is very true. 

Mr. Parker of New Jersey. Is there not a great saving also in 
establishing your power plant where coal is cheap? 

Mr. Dillon. Provided the use of power i^ within an economical 
radius from that point. 

Mr. Parker of New Jersey. And is there not also a great saving in 
repairs of plants, etc., in a single central plant, compared to a great 
many smaller ones, and in the wage3 of engineers, etc. ? 

Mr. Dillon. Yes ; there i3 a great saving in operation. 

Mr. Parker of New Jersey. Is or is there not, therefore, and has 
there not been for some years a disposition in the communities for 
various manufacturers to connect themselves with 3ome central power 
plant? 

Mr. Dillon. There has been that tendency. 

Mr. Parker of New Jersey. It has not gone very far as yet, how- 
ever ? 

Mr. Dillon. No; but the tendency is marked in every industrial 
commimity. 

Mr. Parker of New Jersey. And if that tendency remains after 
the war, and there is such paving, may we not fairly expect a great 
demand for power after the war from various industries which are 
now not connected with central power plants ? 

Mr. Dillon. We may, and that may be sufficient to use the entire 
power extension which we are now contemplating. The fact that we 
can furnish power to the small consumer cheaper than he can make it 
would induce him to discontinue his own production of power and 
this might take up the entire slack that would come after the war. 

Mr. Parker of New" Jersey. Would or would not that result have 
a direct ellect in taking away smoke from the cities? 

Mr. Dillon. Yes; unquestionably. 
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Mr. Parker of New Jersey. And are there aHy by-products 
that could be used in these central i)ower plants, or is the coal entirely 
consumed ? 
Mr. Dillon. The coal is largely consumed. 

Mr. Parker of New Jersey. Well, would it be entirely consumed 
or would there be any by-products from such a power plant, such as 
coke, for instance ? 

Mr. Dillon. As I understand it there would be no by-products 
unless you put up a battery of coke ovens to furnish power. Of 
course some of these power plants may be constructed in connection 
with by-product coke ovens. In that event of course there would be 
a large saving in by-products. 

Mr. Parker of New Jersey. I undei-stand that the great movement 
in favor of water power and hydroelectric power has been for the 
sake of getting central power plants of this sort, which are, as I un- 
derstand it, available only in certain localities, where large coal 
plants can be used almost anywhere. 
Mr. Dillon. Quite correct. 

Mr. Parker of New Jersey. Has there ever in the history of this 
country been any power plant constructed which has not immedi- 
ately found more than enough use for all the power that it could 
furnish in peace times? 
Mr. Dillon. That has been my understanding. 
Mr. Parker of New Jersey. There has been a shortage of power 
everywhere and never a surplus? 

Mr. Dillon. I have never known of a surplus. 
Mr. EscH. That must be modified, especially with reference to the 
Northwest — ^^Vashington, Oregon, and portions of California — where 
they have a surplus of waterpower beyond the ability to market. 
Mr. Dillon. I was speaking of the manufacturing centers. 
Mr. Parker of New Jersey. Plants already constructed ? 
Mr. Escn. Yes ; there has been a surplus for some years. It may be 
that the shipbuilding industry on the Sound now has utilized that 
surplus. 

Mr. Parker of New Jersey. Then I will limit this to the manu- 
facturing centers, whether of the East or West or South. Has there 
ever been an excess of power in those centers? 

Mr. Dillon. I have never known of a surplus or excess of power 
in those centers. 

Mr. Parker of New Jersey. On the contrary there has been a short- 
age of power and a demand for all that could be furnished? 

Mr. Dillon. Yes: to my knowledge in the industrial communities 
that has invariably been the case. 

Mr. Parker of New Jersey. Then, as I understand your testimony, 
you think it is fairly to be expected that after the war is over the 
developments of manufacturing which are made will largely con- 
tinue, though not exactly in the same form, and there will be a de- 
mand for all the power that is made by these power plants ? 

Mr. Dillon. I feel that eventually all the power that is made bj 
these power plants will be consumed in the normal processes of busi- 
ness. Whether it will be immediately after the war I am not pre- 
partd to say. There may be a certain slack, but I feel convinced that 
this power is going to be consumed right along in the normal opera- 
tions of business after the war. 



EMERGENCY POWER BILL. 55 

Mr. Parker of New Jersey. But if there is the same increase of 
business that took place after the Civil War, it may be immediately 
after the war? 

Mr. Dillon. It may be. 

Mr. Parker of New Jersey. That is all I have to ask. 

Mr. Dewalt. Just one question, Mr. Dillon. What is the com- 
parative difference in cost, if you know, between power generated by 
coal, steam power, and electric power, we will say, at a point 100 
miles distant from the generating plant of the electric power com- 
pany? 

Mr. Dillon. I am sorry I can not answer that question. 

Mr. Dewalt. That is all. 

Mr. Sweet. I understand, Mr. Dillon, that this $200,000,000 in the 
bill is to loan to private concerns for the purpose of increasing their 
facilities, their efficiency in producing power for the manufacture of 
munitions? Is that the understanding? 

Mr. Dillon. For war essentials; was necessities. It may be for 
shipbuilding; it may be for things other than munitions. 

Mr. Sweet. But what security is contemplated? 

Mr. Dillon. All the security that the company has. I mean we 
will take the same security that private bankers would require to 
make such loans. Certainly you will have the security of the plant 
that is built with the money which you advance. You will have all 
of that, and in many cases you will have additional security. 

Mr. Sweet. Have any private companies or plants made applica- 
tion for money at this time ? 

Mr. Dillon. I would rather have you ask Mr. Meyer of the War 
Finance Corporation about that. He can answer as to the direct 
applications that have come to the War Finance Corporation. At 
the War Industries Board every power company that we have asked 
to increase its facilities has said they couldn't do it without help. 

Mr. Sweet. The implication is that they want more money in 
order to increase their facilities and efficiency. 

Mr. Dillon. If we want more power. They do not seem disposed, 
of their own initiative, to want to increase their production. They 
say the cost is too high at this time, and rates do not justify further 
expenditures at the present cost of construction; so their position 
is that they are willing to do it if it is a Government necessity, but 
they themselves are unable to finance it. We have checked that 
back through their bankers and find it is a fact, that they are unable 
to finance it themselves. 

Mr. Sweet. In arriving at that $200,000,000, what was taken into 
•consideration ? Is that purely an estimate ? 

Mr. Dillon. No. 

The Chairman. Will you excuse me just a moment? You were 
not here when Lieut. Stanley appeared. Lieut. Stanley went over 
€very detail of that. 

Mr. Sweet. All right. 

The Chairman. He is really the one prepared to give that informa- 
tion. 

Mr. Dillon. I was just going to refer to his testimony. 

Mr. Sweet. Very well; that is all. 

Mr. Snook. Your demand for this money is largely for its expendi- 
ture in what you call the congested districts of the country ? 
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Mr. Diiijon. It is to be expended where the demand for power is 
greatest. 

Mr. Snook. I say that is largely in what you call the congested^ 
the eastern portions of the country ? 

Mr. Dillon. Yes; largely there at present. 

Mr. Snook. What, if any, study has the board made of the ques- 
tion of making a wider distribution of these war contracts through- 
out the country and avoiding the necessity of this? 

Mr. Dillon. The board are considering that continually. They 
feel that is one of their cardinal functions, to do just that things 
namely, distribute these contracts, and the President has ordered that 
no construction work be carried on in any district unless the War 
Industries Board have satisfied itself that tliere are no available 
facilities that can be used for the manufacture of that particular 
article. 

Mr. Snook. I heard Mr. Stanley's testimony, but what I want to 
get is if any study has been made of the subject of distribution. 

Mr. Dillon. The War Industries Board has formed branch offices 
and divided the country into districts and they are working on that 
very thing now. They have prohibited construction work in wiiat 
you have termed the congested districts. Nothing more can go in 
there. 

The Chairman. Did you get through with your examination, Mr. 
Winslow ? 

Mr. Winslow. No; I would like to ask a question or two. 

Is your board looking ahead now beyond the first stages of a de- 
mand for power, to perhaps what you might call the second stage^ 
namely, for those industries which are being classed as non-essential 
at the moment, but which ultimately are bound to find a field for 
their products? 

Mr. Dillon. Yes; we have a division in the War Industries Board 
that 'is studying just that thing, and they are also taking industries 
which you term " nonessential," which we call " less essential," and 
are figuring out whether they can convert those plants into more 
essential work, and in so doing they will increase the production 
capacity in the country for war essentials and make a greater demand 
for power. 

Mr. Winslow. In view of that, are you making your provisions 
sufficiently elastic to properly accommodate those less essential in- 
dustries ? 

Mr. Dillon. That is our intention. 

Mr. WiNSLOw\ Or will you have to come back and ask for a further 
consideration ? 

Mr. Dillon. I think that will have to take care of itself. At the 
present, as far as we can see, this bill will take care of the needs of 
the country immediately and throughout the coming: ye^r 1919.- 
What the demand for power will be after that depends upon what 
the military program is. As we see the military program to-day 
we hope that we have taken care of the situation with this 
$200,000,000. 

Mr. Winslow. Would you feel that the production of the neces- 
saries of life, say like clothing, socks, neckties — ^whatever you will — 
will be apt to be greater as time goes by, by virtue of the fact that 
stocks may be exhausted, supplies may be manufactured to less ex- 
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tent, and so a shortage may be created which will have to be looked 
out for in the future? 

Mr. Dillon. I think that the demand for any kind of clothing, or 
anything which the Army uses, will be greater rather than less. 

Mr. WiNSLOW. I meant for the civilian population. 

Mr. Dillon. Civilians will probably economize more than they 
have, which may tend to offset the fact that the Army is using more. 
If civilians use at their present rate of consumption your statement 
will be correct, but if civilians economize in the use of underclothes 
and neckties, etc., that would help to supply the demand of the 
Government. 

Mr. WiNSLOAV. What is the condition of the shoe industry, with 
reference to fitting out people not in the Army? Is there a suffi- 
cient production possible now? 

Mr. Dillon. Is is my understanding that at the present time the 
total production capacity in the shoe industrj^ is in excess of the 
requirements of the Government and the essential war-time require- 
ments of the civilian population. This is on the assumption that the 
civilian population will practice economy in this matter. 

Mr. WiNSLOW. And all that is being looked after ? 

Mr. Dillon. Yes; it is all being taken care of. There is a par- 
ticular department of the War Industries Board looking after just 
that thing, leather and the products made from leather. 

Mr. Hamilton. Just one question, Mr. Dillon. I want to ask you, 
Mr. Dillon, if it is true that industries not engaged in the produc- 
tion of what might be called war materials have been to a consider- 
able extent put out of employment, or their production taken away. 

Mr. Dillon. There has been and is a very decided shortage or 
scarcity in certain of the fundamental materials of manufacture. 
The policy of the War Industries Board has been to fill the vital 
ne«ds of the country first, and in taking care of those vital needs it 
has developed that certain industries whose product is not as vital 
for the immediate purposes of the country have not been able to get 
their raw materials. 

Mr. Hamilton. Couldn't the power used in those industries be 
utilized? 

Mr. Dillon. That is all being done. This situation has arisen 
after all the power has been taken from industries that have not 
been using their full quota — it has been taken from them and given 
to the others, and still this shortage exists. 

Mr. Hamilton. What machinery has your board for the placing 
of orders for war necessities with tifie smaller concerns in the country 
at large, say, whose business has been reduced by reason of war 
necessities? 

Mr. Dillon. First, the War Industries Board does not place 
orders. The orders are placed by the purchasing departments of 
the Government. The War Industries Board has no appropriation 
and spends no money in purchasing supplies. It buys nothing. 

Mr. Hamilton. But what is the machinery by which some corpora- 
tion that has lost business may be ^ven this war business? 

Mr. Dillon. The machinery is this : We have in the War Industries 
Board what we call the conversion section. If there is, for example, 
company which has been making pianos and there is no longer a 
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demand for pianos, this section's business is to know it. It lists such 
companies and wlien the War Department sends over an order for 
gun stocks, for example, the War Industries Board, through that 
section, recommends that those gun stocks be placed with those piano 
manufacturers around the country who have the equipment for doing 
woodwork and can make gun stocks. 

Mr. Hamilton. That is an excellent idea. That is actually being 
done? 

Mr. Dillon. That is actually being done. It is one of the largest 
departments of the War Industries Board to-day. 

Mr. Dewalt. What is the name of that board ? 

Mr. Dillon. That is called the "conversion section of the War 
Industries Board." 

Mr. Hamilton. But a letter addressed to the War Industries Board 
would be referred to the conversion section, I suppose? 

Mr. Dillon. It will reach the conversion section. We do not wait 
for the people to write to us. but Ave have canvassed the country for 
every business that has been curtailed by their products not being in 
so great demand. We then list a description of their plant and 
their facilities in the conversion section. A man goes over that plant 
and then when orders come through from any of the purchasing 
departments they are referred to these plants, if they can do that 
particular work. 

ivfr. Hamilton. You realize that Members of Congress are con- 
stantly being written by constituents engaged in manufacture, whose 
business has fallen off and who have what you mig:ht call idle power 
that could be used for the productitm of war material. 

Mr. Dillon. If those come to the War Industries Board, they 
will have very prompt and business-like attention, and the board 
would be very glad to get any such inquiries, because it will help them 
in listing the productive capacity of the country. 

Mr. Parker of New Jersey. In my district there is a man making 
sash and blinds — a woodworking concern. He has been sending to 
the War Department and the Navy Department about this matter. 
Ought he to write to the War Industries Board? 

Mr. DiTLON. Yes; if he will send a letter to the War Industries 
Board telling v^^hat his facilities are they will he very glad to have 
it and will list that information, and when orders come through 
which could be manufactured by him, they will refer his plant to the 
purchasing bureau, stating that here is idle capacity which is avail- 
able for that purpose. 

Mr. Hamilton. I will write your board soon. I hope my letter 
will reach you personally. 

Mr. DiLrx>N. If you will direct it to me, I will be very happy to 
see that it has very prompt attention. 

Mr. WiNSLOw. How has that canvass of plants been made? 

Mr. Dillon. By the local boards. The War Industries Board has 
established local branches in various sections of the country. 

Mr. WiNSLOw. That is just getting under way? 

Mr. Dillon. Yes. 

Mr. WiNSLOw. My recollection of the testimony of Mr. Stanley 
is that you contemplate under this bill increasing the power bj^ 
1,300,000 horsepower? 
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Lieut. W. W. Stanley. That, sir, was about the figure of what we 
had listed up to date. We do not consider that final. We think it 
is likely we will increase that from now on. 

Mr. WiNSLOw. The normal increase of power for the country is 
about 10 per cent? 

Lieut. Stanley. That is a general estimate in the engineering pro- 
fession. That is not from Government authority. I could not get 
any oflScial Government figures on it, but we believe that is substan- 
tially right. 

Mr. WiNSLOw. So what percentage would the 1,300,000 horsepower 
be as against 10 per cent normal increase? 

Lieut. Stanley. It is about 9 per cent. It is a little smaller than 
the normal increase. 

Mr. Win SLOW. Now, Mr. Dillon, based on that statement would 
there ever be any likelihood of having any unused power when peace 
will come if the increase provided for in this bill is 1 per cent below 
normal ? 

Mr. Dillon. Below the normal increase of any 12 months in the 
past? 

Mr. Win SLOW. Yes. 

Mr. Dillon. If business is normal I should say there would be no 
surplus power. It depends entirely on the condition of business im- 
mediately after the war. I am convinced that eventually, after we 
pass any slump that may come — ^I am not sure that there will be a 
slump, out should there be — after that time I am sure that the power 
that we are now contemplating producing will all be used. 

Mr. WiNSLOW. So that this artificial stimulus bv the Government 
provided for in this bill would only about make good the normal 
increase? 

Mr. Dnj:x)N. That is my opinion. 

Mr. WiNSLOw. That is what I wanted to bring out. 

Mr. Hamilton. Of course, I suppose it would be anticipated by 
optimists that we may get some of the trade that Germany has been 
monopolizing heretofore. In other words, that we should not be so 
solicitous to increase Germany's trade as we have been heretofore, 
and we want to supplant Germany necessarily and properly, and 
that ought to increase our output. 

The Chairman. Mr. Dillon, we are very much obliged to you. 

We will now hear Mr. Meyer. Mr. Meyer, please state what posi- 
tion you hold, and make any such statement as you see proper with 
reference to the necessity for this legislation. 

STATEMENT OF MR. EUGEITO MEYER, JR., DIRECTOR OF THE 

WAR FINANCE CORPORATION. 

Mr. Chairman, I have been a director of the War Finance Cor- 
poration since its formation. 

Previously I was connected with the work of the War Industries 
Board under Mr. Baruch. T had charge of the nonferrous metals 
department and cement for Mr. Baruch, but in addition assisted him 
in work of a general nature as called upon by him. 

The power question came up with the beginning of the survey of 
the power requirements initiated by the power section, and as the 
shortages became evident, actually and prospectively, a method of 
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handling them was sought. As Mr. Dillon and other gentlemen 
have said, there is no apparent method by which the departments can 
handle the situation. As a matter of fact, it is almost impossible 
that any given power situation should be a matter of interest to only 
one department. It is a matter of interest to almost all departments 
in every one of the big power markets ; therefore any advances, even 
if they could be made by one department, would be made for the 
benefit of the others also, and there would be involved a regulation 
of the relations between various departments with respect to the 
matter which would be complicated and difficult. 

From a financial point of view the handling of the situation for 
power is difficult for a variety of reasons. First, as stated, there is 
the difficulty of getting money from any of the departments in sums 
that are adequate to the need ; and, second, there is the fact that this 
requirement is a national military necessity, and so far as control 
and normal usefulness are concerned the power companies are princi- 
pally of local interest. The National Government steps in now and 
calls upon the local community, through its company, to provide a 
national emergency military need. One might say that this has to be 
done regardless of cost, from the military point of view, but the ques- 
tion at once comes up. Is it fair to impose on the local community for 
all time the burden of carrying this improvement, built up at these 
abnormal costs, at the expense of the local community? Bates, of 
course, are based on investment principally, the other features de- 
pending on the attitude of the local public service commission and on 
the contract and franchise conditions governing the operations of 
the companies in the community. Naturally the committee would 
feel that a special local burden was imposed to meet what is really 
a national necessity. 

Another difficulty lies in the fact that the entire financial structure 
in public utilities is meeting considerable difficulty in providing its 
financial necessities of a normal character, and certainly it is more 
difficult to finance the needs of the abnormal character. These diffi- 
culties lie in the nature of the business. The price for their product 
is largely fixed in some cases by contract and franchise, and m other 
cases there is the difficulty of adjustment on account of local rules, 
regulations, and political conditions, and even by conditions in the 
nature of the business. 

For example, some of the street railways, which are, of course, 
often combined with the power companies, found that when they^ 
raised their transportation rates they did not add to their revenue. 
Traffic fell off, jitneys competed on advantageous terms, and the rate 
increases did not work successfully. 

The cost of operation, on the other hand, the costs of labor and 

materials for the manufacture of power and gas, and for conducting 

transportation, have uniformly advanced, and generally on a very 

• radical scale. So that you can see the margin of profit has been 

diminishing in a general way in public utilities. 

Of course this makes the security less attractive as an investment, 
less safe to the investor, and it has proven a real hindrance to 
financing all public-utilities corporations ; more, of course, to the 
less financially strong, but even considerably to the heretofore finan- 
cially strong. 
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Now, the Federal Government's interest, of course, is military 
primarily, but it also is being compelled to take part in the financing 
of these added requirements under the present conditions, and it has 
an interest from a financial point of view. That interest, as I see it, 
is to provide the needed financial assistance as promptly as may be 
to meet the military requirements; to do it in such a way as to make 
it clear exactly how it is done, so that there may be no misunder- 
standing either on the part of the community or the companies or the 
national interest. 

This bill is intended to do that thing and to provide a method for 
doing it. 

If I may, Mr. Chairman, I will read from my letter to Mr. Baruch 
transmitting this bill. The bill was guided in its framing by myself 
at Mr. Baruch's request, and I wrote nim some weeks ago as follows: 

In guiding tlie framing of the bill I Imve endeavored to protect the Govern- 
ment's money to the fullest extent, and also to show clearly the methods by 
which this is done. On the other hand, I have sought to have the bill evidence 
an attitude of fairness to the public-service corporations and to the local 
communities which are being called upon to furnish the additional power. 
I have discussed matters fully and fairly with representatives of the various 
points of view on public-service questions, and the endeavor has been made to 
keep this bill a bill to obtain power and to protect the Government's financial 
interest in its funds advanced. 

It has been my special effort to avoid making this bill the incidental or acci- 
dental means of accelerating or retarding public ownership of public-service 
corporations. 

This bill, gentlemen, was drawn with exactly those ideas in mind. 
The public ownership of public-service corporations is a bi^ ques- 
tion of policy, and I felt that if you gentlemen would pass a bill as a 
war emergency measure, it should be absolutely what it pretended 
to be, and that it should be made, neither by intention nor even 
unintentionally, a vehicle for anything else. I felt that the bill had 
a better chance to pass quickly if it avoided the question of public 
ownership and stood plainly and simply for what it was intended 
to be, a bill to obtain power, to furnish the financial assistance that 
is necessary, and to set the whole matter forth clearly, protecting 
both the Government's interest and the public interest, and at the 
same time being fair to the corporations. 

Of course, I would like to add this, that in the work of the War 
Finance Corporation we are constantly facing the question of financ- 
ing public* utilities. Under the terms of that act it is very difficult 
in most cases to finance through the War Finance Corporation, 
because we are compelled to get a certain margin of security and lend 
on terms w^hich CongrCvSs carefully set forth. 

Public-service corporations usually are allowed to issue, by the 
public-service commissions, securities for not over the absolute value 
of the investment of the money expended. It is difficult for them 
to have anv free assets in their treasurv which enable them easily 
to provide us with the margin which the law requires. 

Furthermore, there is the important element of war waste. The 
attitude must be well defined by which that war waste (which is the 
abnormal cost of construction under present conditions— an inde- 
terminate figure at this moment) can be absorbed. We would be 
unable to say that an improvement or addition had a value from a 
loaning point of view to the War Finance Corporation of the full 
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amount of its cost. So that this bill provides a method to take care 
of that excess cost by which the War Finance Corporation may 
legally, and with full regard to the restrictions in it, cooperate with 
the administration of this bill to help. Otherwise the War Finance 
Corporation could not undertake the burden of financing public- 
service extensions, many of which may be necessary for military pur- 
poses only. Some of these additions will no doubt have very great 
value, others partial value, and I think it will be only in minor cases 
that they will have very little value. Such, for instance, would be 
interconnecting systems between companies that previously have 
not had any such system but on which it may be necessary under the 
administration of this bill to spend some money. 

One of the gentlemen mentioned the question of the power con- 
sumption in wiiat are called less essential industries in these times. 
The essential is judged purely from the military point of view, but 
some of the same less essential industries, from a military point of 
view, of course, are, as we all know, very essential from an economic 
point of view in other times. 

This bill has a clause which will give ample power to the Presi- 
dent's nominee under the bill to redistribute and allot power, having 
in mind, of course, principally, the military need and its urgency. 
That power nuist be exercised with discretion and intelligence, and, 
presumably, it will be. 

As to the quantity of power, viewing it from my expei'ience in the 
War Industries Board, I would not feel that we had enough power 
unless we appeared to have had too nuich. The curve of growth of 
the operations of this country in this war is so rapid that no man can 
sav to-day what the need will be a year or 18 months hence. Tt 
takes a long time to build power ])lants. If we discover that we are 
short of power, that we have underestimated radically, it will be 
impossible quickly to provide the deficiency. A power plant requires 
a long period for construction, and time is so im))ortant an element 
in military operations that, personally, I feel that a very liberal 
view must be taken of the requirements, in order to provide the 
margin of safety with respect to ])ower that we ought to have from 
the military point of view. That would be true, of course, in every 
other activity which it takes a long period of construction to ])i'ovide 
the capacity that is necessary, wh(»re the requirement is of so funda- 
mental a nature as is power. 

The by-products clause, which was mentioned here this morning, 
is intended to cover the by-products incidental to the production of 
power, where the character of the coal and other conditions war- 
rant it. It is not intended to be a bill to provide for the general 
coking of coal, except so far as incidentally it happens to be an 
economical or military advantage. 

The Chairman. Mr. Meyer, have you finished your preliminary 
statement? 

Mr. Meyer. Yes, sir. 

The Chairman. As far as you wish to go without being inter- 
rogated ? 

Mr. Meyer. Yes, sir. 

Mr. EscH. Mr. Meyer, you are the draftsman of the bill ? 

Mr. Meyer. No, sir; the bill was drafted by Mr. Gans and Mr. 
BulWey. I guided the drafting of the bill and its general policies. 
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Mr. EscH. Well, that is sufficient for my purposes. 

In the testimony presented here, as I understand it, the Niagara 
field was eliminated from the surveys. Is this bill sufficient to give 
the President power to enlarge the power facilities of Niagara ? 

Mr. Meyer. I think so. 

Mr. EscH. Up to the treaty arrangements? 

Mr. Meyer. I think it gives the President full power. • It was 
intended to. 

Mr. EscH. And you intended to cover Niagara as well as the 
others ? 

Mr. Meyer. I think it covers tinythinijj in the United States. I 
understand that Niagara had been specially treated by the War De- 
partment, and an arrangement has been made for a redistribution of 
power in the Niagara district, which is working fairly satisfactorily. 
Ibome powder had to be taken away from certain industries which, 
while not able to spare it readily, nevertheless could arrange to use 
powder in other districts. For instance, the Aluminum Co. of Amer- 
ica, which had a large amount of ])ower at Niagara, w- as made to give 
up a considerable part of its power, and it had to rely on production 
of power in other part« of this country and in Canada to meet the 
deficiency to the extent that it was able. 

Mr. EscH. Now, with reference to seme details of the bill, on page 
2 you give a definition of the word " operator.'- 

Mr. Meyer. Yes, sir. 

Mr. EscH. And you refer to " any plant.'' Would it be advisable 
to insert the word " power " ? 

Mr. Meyer. Well, I would like to say that I think that the word 
" operator," as used in the bill, is only applied to plants in the bill. 
Possibly that word inserted might be an improvement. Practically, 
I think it would not change the meaning, because as used in the bill 
following the definition it only refers to power plants. 

Mr. Parker of New Jersey. Excuse me there, but 3''ou have in 
clause 1 of section 2 — it starts with gas, coke, and all that,^ and it 
would certainly cover the plants mentioned in clause 2 of section 2 on 
page 4, where you construct plants for gas, coke, toluol, etc. 

Mr. Mefer. Well, that clause empowers the President to construct 
such power plant or power plants as he may deem necessary in con- 
nection therewith. 

Mr. Parker of New Jersey. And afterwards von are allowed to 
acquire plants. 

Mr. Meyer. Acquire the plants, as Mr. Esch said, and you would 
get any plants you wanted to. 

Mr. Esch. This deals primarily w ith power. 

Mr. Meyer. Yes. The definition of these terms, of course, is 
strictly the definition for the purposes of this bill, and the word 
"operator " — it is simply defined for the use of the word " operator " 
as used in the bill. 

Mr. Esch. Is it necessary to insert the definition of the word 
"property" in subsection E, page 2? Isn't that elementary? 

Mr. Meyer. Well, I do not consider myself an expert on legal 
phraseology. As I said, I am not a lawyer, and while I guided the 
principles in the drafting of the bill, I did not guide the technical 
phraseology to the same extent, by any me^ns. 
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Mr. EscH. I would call your attention to the last paragraph on 
page 3, and make the same inquiry with reference to agents, servants, 
or officers, as to whether that isn't elementary and need not bo in- 
cluded ? 

Mr. Meyer (reading) : 

Wlienever by this act any duty is imposed upon any person, it shaU be 
<leenied to be imposed as well upon all aj:ents, servants, or officers of such per- 
son, in so far as it shall be within the scope of their respective functions. 

Well, I would say the same with respect to that. It is a matter 
of language and not of principles. 

Mr. EscH. Then in the definition H, page 3, "within the bound- 
aries of the United States " means all lands and waters subject f ol- 
any purposes to the jurisdiction of the United States of America. 

That would include territories which are not within the boundaries 
of the United States. It looks like a definition by law that white 
shall be black. 

Now, on page 4. section 2, you say : " That the President is hereby 
authorized and empowered, within the limits of the amounts herein 
authorized, or that may hereafter be authorized.'' In section 9 of the 
bill you make a direct* appropriation. 

Mr. Meyer. What is the first section you refer to ? 

Mr. Escii. Section 2, at the top of page 4. You say : " That the 
President is hereby authorized and empowered, within the limits of 
the amounts herein authorized, or that may hereafter be authorized." 

Mr. Meyer. Yes. 

Mr. EscH. Why not saj; " appropriated " ? 

Mr. Meyer. Well, that is again a matter of phraseology. 

The Chairman. I think I can explain that if you will allow me 
to break in there. I have been consulted about this legislation for 
about two months, and before Congress took its recess, and there was 
some suggestion made to me that possibly the Appropriations Com- 
mittee might make a fight upon the bill if we made a direct appro- 
priation. Believing that the Appropriations Committee would be 
willing to include any authority made by this committee, I suggested 
myself, in order to avoid the possibility of a fight, that they au- 
thorize, that they do not make a direct appropriation. Then, after- 
wards, after recess, we came back here and then I suggested that we 
go along and make that appropriation. 

Mr. EsCH. Section 9 makes an appropriation. 

The Chairman. Yes. I am the one that is at fault, if there is any 
fault. 

Mr. EscH. You know. Judge, that this committee has not the power 
of appropriation except in two instances ; that is, for the Lighthouse 
Service and for the Coast Guard Service. 

The Chairman. Well, I put that in — I mean I suggested that it 
be done that way, and in redrafting the bill that was put in, but I 
am the one that was responsible for it, and for that reason only is 
it in there. 

Mr. EscH. On page 5, line 4, Mr. Meyer, you use the words, " and 
of the community served by such lessee." Why don't you use the 
word "operator," because your definition of the word operator 
means the owner, lessee, or other person. You have the definition, 
why hadn't you better adhere to that? 

Mr. Meyer. Well, I would like to consider that. 
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Mr. EscH. All right. I am just throwing these out as we go along. 

Mr. Meyer. I am very glad to have the suggestions, of course, and 
if possible to give any reasons which may not be apparent for the 
use of the language. 

The Chairman. I will state further, Mr. Esch,I suppose we will 
have the gentleman who drew this bill before us. 

Mr. Meyer. I would like very much to have him. He will explain 
all questions of phraseology. 

Mr. EscH. Well, in that case we will wait for him. 

The Chairman. He happens to be out of the city just now. Mr. 
Gans drew the bill. 

Mr. EscH. All right; I will desist this line of questioning now, 
then. 

As to the matter of policy, then, if you will turn to page 7, sub- 
section 6, at the top of the page, where it reads : 

To maintain, operate, and extend any plant, pipe, or other transmission 
line, or other structure, facility, or appliance which he shall have constructed 
or acquired pursuant to the provisions of this act, and to deliver the i)ower 
generated, and the products produced in any such plant to such persons and 
in such proportions, and at such times and at such rates as he may deem 
proper. 

As a matter of policy, what eflFect would that have upon private 
power plants not taken over in the competitive field ? 

Mr. Meyer. Well, if the President acquires a plant, or constructs 
a plant, and delivers the power under the plant which he controls, 
either by construction or acquisition, as defined in the act, this gives 
him the power to fix the compensation. I think that necessarily 
follows logically, that if the TTnited States Government commandeers 
a plant it distributes the product and fixes the compensation for that 
part of the plant or that part of the property which it has under 
lis direct control. 

Mr. EscH. Yes; but I had more reference, more particular refer- 
ence, to the fixing of the rates for such power as against a plant in 
the same community which is not taken over by the Government. 

Mr. Mefer. Well, it would presumably be guided — the adminis- 
tration would have to be guided in its policy by the circumstances 
and the place. It will not ordinarily acquire a plant in the sense of 
commandeering it unless it is a peculiar situation. If it constructs a 
plant it will use a large part of the power for United States Govern- 
ment purposes. Since the power will be consumed either by its 
own agents or by contractors working under contract with the 
Government principally, it will be entirely proper and practicable 
for the Government to fix the rates. As a matter of fact, it will be 
probably paying the rates itself to a great extent in those instances. 

Mr. Escii. You have the idea, then, that that power given the 
Government to fix the rates would not seriously menace the private 
power plant? 

Mr. Meyer. I think not at all, because in the first place these 
plants acquired by the Government or constructed will average a 
higher cost than the so-called private, but really semi-public, cor- 
porations, and a fair return on its capital would undoubtedly pro- 
tect the public-service corporations in the community. 

80889—18 5 
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Mr. EscH. At the top of page 9- 



' Mr.. Hamilton (interposing). I was going to ask Mr. Esch before 
he passed from that if I might interject a question there. 

Mr. Esch. Certainly. 

Mr. Ha^lilton. Suppose the Government raises the rate for its 
own purpose, assuming that there is a larger investment, making an 
increased rate necessary, docs it follow, taking into consideration 
the important quality of human nature, that other corporations en- 
gaged in like business will immediately raise their rates, whether 
it is necessarv or not? . 

Mr. Meyer. Most of these rates are governed by contracts, fran- 
chises, or public regulatory bodies. 

Mr. Esch. Yes; but this gives the President the power to impose 
a rate which might be wholly different from the rate imposed by the 
public utilities commission of that district or State. You get a 
conflict there. That is the thought I had in mind. 

Mr. Meyer. Well, it is possible, nnd it will be in the very nature 
of the situation, that where the United States (xovernment is in pos- 
session of the property, spending money and making advances, it 
will regulate its own property and regulate the compensation it 
charges for the property. But it would be a matter of administra- 
tion to administer the interests of the Government with due regard 
to the local interests, and fully protecting both, to the extent that 
it is possible. The difficulty lies in the nature of the situation, that 
this is a Federal need, and that ordinarily the public-service corpo- 
ration is a local need. Therefore, there is necessarily, in the very 
nature of things, some conflict. Personally, I do not think this can 
be entirely eliminated. The Federal Government will certainly not 
pass its property over to be governed entirely by the local com- 
munity or public-service commissions. 

On the other hand, a wise administration of this act would not 
lead to any abuses locally. 

Mr. Esch. Of course that Government plant might furnish the 
power for street car lines, or the lighting of a city, and the regula- 
tion of such rates would be within the domain of the State and not 
the Federal authority. They might raise some constitutional point 
there. 

Mr. Meyer. Well, gentlemen, this bill contemplates supplying a 
deficiency for military purposes primarily. The United States Gov- 
ernment will not build plants to light cities nor operate street-car 
lines. 

Mr. Esch. Well, it was stated here repeatedly that these plants 
would be serving so many different purposes that it would be hard 
to segregate the power used for the Government as against that 
which might be used for civilian purposes. 

Mr. Meyer. As industry is converfed more and more from the 
ordinary uses, a larger percentage of the entire industry, and there- 
fore of the entire consumption of power, will necessarily go for mili- 
tary purposes. In Baltimore, where I had occasion to investigate 
the distribution of power of the Baltimore Power Co. nine months 
ago, in order to find out their position with regard to coal, I founcj 
that 83 per cent of the power distributed by the Consolidated Gas, 
Electric Light & Power Co. of Baltimore went to what would be 
considered strictly military and essential requirements. Now, you 
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may say that that isn't a wide distribution of requirement, but it is. 
There was a copper refinery using a very large amount; the Balti- 
more & Ohio Railroad, going through this city, using another large 
amount; the hoisting apparatus and the unloading and loading ap- 
paratus on the docks was operated by that power company; the* 
Maryland Steel Plant got its power from that company ; five chem- 
ical companies engaged in war work got their power from it; the 
Bartlett & Hayward Co., among the largest munition makers of the 
country, got tlicir power froui that plant; four or five shipbuilding 
concerns, fertilizer companies, the Liquid Air Products Co., and 
several other steel companies besides the one I have mentioned got 
their powder from it. Now, that is all military requirements, but a 
wide diversification, covering Army requirements. Fleet Corporation 
requirements, and ^avy requirements, and transportation require- 
ments, witliout going into the general distribution of power for 
public consumption. 

Of course the large proportion in number of consumers of powder 
will be householders and small vshop people, with a little power here 
or there which might be called unessential, but if you cull it all over 
you would not have saved a very large amount of power and you 
would have done an enormous amount of harm in upsetting a lot 
of little people who can't easily readjust their lives to the emergency. 

Mr. Hamilton. Mr. Meyer, I was going to inquire whether you 
could look over the bill — and you have leave to revise your state- 
ment here — and add such suggestions as may occur to you on exam- 
ining the bill in conjunction, say, with the gentlemen who drew it, 
and add such suggestions as may occur to you by way of amendments 
to the bill as it is now written. Could you do that? 

Mr. Meyek. I will be very glad to put in more time on the bilL 
We have spent a great deal of time working it into w^hat we thought 
would be satisfactory form. On the phraseology suggestions I will 
be very glad to go over that with Mr. Gans, who did the drafting. 
I will be very glad, indeed, to give any point most careful study. 

Mr. Ha^iilton. I would suggest that inasmuch as you were direct- 
ing the bill in relation to principles involved that it would be en- 
tirely appropriate that you, acting in conjunction with the gentlemen 
who drew the bill, to make such suggestions as you might wish to 
make to the conunittee in the way of essential amendments that might 
occur to you. 

Now, 1 have one or two questions. T want to ask you to what 
'extent the Government is engaged in the production, directly, of 
war necessities outside of shipbuilding, if you know'^ 

Mr. Meyer. To what percentage? 

Mr. Hamilton. To what extent. In other words, what is the 
Government producing directly itself, if anything? 

Mr. Meyer. Well, that is a comprehensive question. 

Mr. Hamilton. Well, broadly speaking. 

Mr. Meyer. In the War Industries Board they may have that in- 
formation, but I have been out of that board for several months, 
and I wouldn't like to answer that without making a careful survey. 
Direct Government operation would give you one figure, but indi- 
rectly most of the industry of the country is gradually getting con- 
verted to necessary war work. 
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Mr. HAMiiiTON. I meant by this question to inquire to what extent 
the Government itself is engaged in the production and manufacture 
of war necessities, if you have any information bearing upon that. 

Mr. Meyer. Well, that information would be lodged in the de- 
partments, the Navy Department, the War Department', and the 
Emergency Fleet, principally, and it would take a very considerable 
time to make a survey. 

Mr. Hamilton. For instance, is the Government itself manufac- 
turing gunpowder? 

Mr. Meyer. It is. 

Mr. Hamilton. Now, would it be consistent with public policy to 
state to what extent? 

Mr. Meyer. Well, I do not know. That is a matter on which the 
Ordnance Department can give you information. 

Mr. Hamilton. Well, that illustrates the line that I wanted in- 
formation about. You are not in a position to give the information? 

Mr. Meyer. No, sir ; I am no longer in the War Industries Board 
and am not posted, and things move so rapidly that I should not like 
to give any information unless it was up to date. 

Mr. Hamilton. Precisely. They do move rapidly. This money 
will be applied, I judge from the testimony hertofore given, pretty 
largely in what is known as congested districts, and these congested 
districts are along the Atlantic seaboard, in the vicinity of the At- 
lantic seaboard and north of the Norfolk district, if I understand 
it correctly. 

Lieut. Stanley. The so-called congested district is in that section 
now. It is called the congested district, but there are other districts 
congested for power, or so far as power is concerned, all over the 
country, and it is not the purpose or the expectation that the money 
would be limited to that portion of the country by any means. 

Mr. Hamilton. Not limited, but pretty largely invested there. 
Isn't that true? 

Lieut. Stanley. I think that about $50,000,000 or $60,000,000 is the 
figure that we had up to date found to be necessary to be spent in that 
district. I can check that figure in a couple of minutes. 

Mr. Hamilton. Very well. 

Mr. Meyer. Probably I should say that the additions to plant are 
not out of proportion to the existing proportions of existing plants. 
Would they be, Mr. Stanley ? 

Lieut. Stanley. I should think not. 

Mr. Hamilton. While Lieut. Stanley is looking that up, if the 
Government makes a considerable investment — let us call it an in- 
vestment — thereby increasing facilities for production in a given area 
of this country ; lying outside of that is a vast area. It gives that par- 
ticular area or those particular areas of the country a first mortgage 
upon increased production after the war, does it not? If I make 
myself clear? 

Mr. MjErER. Well, that is a way of putting it. 

Mr. Hamilton. Well, that is practically true, isn't it? 

Mr. Meyer. Power is an essential of production. If it is eco- 
nomically advantageous to produce, then having the power there will 
facilitate it. Putting the power there now will not give any ad- 
vantage, so far as I can see it, to that local community over the rest 
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of the communities of the country, which it would not have within a 
short period after the war, because of its ability to provide its power 
on ordinary terms of j&nancing. The term of ''^ helping " these com- 
panies, gentlemen, is very misleading. The bill is to get these com-^^ 
panies to help the United States Government. 

Mr. Hamilton. We appreciate that. 

Mr. Meyer. And this is no measure to help any companies. It is a 
measure to help the Government get its power. I would like to em- 
phasize that very strongly. 

Mr. Hamilton. We don't understand that you are trying to help 
companies. I am simply trying to consider the ultimate effect, which 
I say we should consider. Oi course it would seem to me now — I 
may be in error — ^that if the Government goes into a large investment 
and increases facilities for production very largely in a certain area^ 
those facilities for production being there already erected and in 
operation, that the industries engaged in this production, these lines 
of production, would have a certain advantage after you return to 
peace footing, and I had in mind not any particular locality, but 
the question of judicious and fair distribution, not having in 
mind either any effort to have the Government distribute this 
increased power for the benefit of any industries anywhere par- 
ticularly, but simply trying to consider the ultimate effect of it^ 
However, I will simply state that I will not pursue this line of in- 
quiry further now. 

One other inquiry, and that relates to the subject, too — a burning 
question, so to speak — this plan involves a considerable increase in 
the use of fuel, does it not? 

Mr. Meyer. Yes : you can't get power without fuel. 

Mr. Hamii/ton. Precisely. Are you in such close communication 
with the Fuel Administration as to see to it, to some extent at least, 
that the people of the country at large are very greatly troubled 
already about their fuel for next winter? Are they still further to 
be interf erred with ? This fuel distribution question is giving all of 
us in the N'orth a great deal of concern. 

Mr. Meyer. This power construction work that is contemplated in 
this bill will be more of n matter of interest to householders in the 
following winter than in this next winter. 

Mr. Hamilton. You don't expect to get this in operation now 
then? 

Mr. Meyer. It will be impossible to do any considerable part of 
this program inside of a year or 18 months. 

Mr; Hamilton. You will have to do something with relation to' 
the assembling of these Eagle boats. 

Mr. Meyer. Oh, yes. Well, that is, of course, a very small item 
compared to this entire program. I think they expect to take a little 
surplus power from New York over to Newark to help in the Eagle 
boats. That wasn't cited as a case where there would be a heavy 
power consumption, but as a case where it was necessary to locate 
a plant in a congested district, in spite of the fact that there was 
evident desire not to do so. That is merely an illustration of the 
impossibility of always avoiding that. 

Mr. Hamilton. I cited that as an illustration of immediate needy 
and I suppose there are others. 

Mr. Meyer. There is no plant construction involved there. 
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Mr. Hamilton. Yes; I understood that. I don't know that there 
is anything further that your board can do in relation to this matter 
of coal, but it is, as I say, a very serious question with a great many 
people who are likely to go cold during the coming winter. 

Mr. Meyer. Well, of course, that whole question is under the Fuel 
Administrator. 

Mr. Hamilton. Of course, I don't wish to make any conmient on 
the administration of the fuel question in this connection. 

That is all I have to say. 

Mr. Dewalt. I understand, Mr. Meyer, that you had supervision 
of the drafting of this bill. 

Mr. Meyer. Yes, sir. 

Mr. Dewalt. I don't find any provision in it reserving the rights 
of the different States as to taxing these utility corporations, do you ? 

Mr. Meyer. Well, have the States the right to tax Federal prop- 
erty ? 

Mr. Dewalt. No. 

Mr. Meyer. As long as the title is vested in the United States 
Government I assume that the States would not be able to tax it. 
When it becomes the property of the company under any arrange- 
ment with the United States Government or otherwise, I presume 
it would again come under the taxing power of the State. 

Mr. Dewalt. That is evading the question. While Federal prop- 
erty of a certain character is not liable for State taxation, when the 
Federal authority takes over property which lies within the confines 
of the State, to wit, a railroad or a pipe line or a power plant, that 
does not, ipso facto, deprive the State of the right to tax. The right 
of the State to tax still remains with the State, so far as all these 
railroad corporations are concerned which have been taken over by 
the Government. The right of the State to tax would still remain 
as to these pipe lines which you speak of in your bill. Now, there is 
no provision in this bill that I can find reserving the right of the 
.States to tax, I call to your attention. 

Mr. Meyer. I will be very glad to take that up. 

Mr. Dewalt. Now, supposing you look at page 10, section 4 : 

That whenever any act done pursuant to the provisions of this act shall con- 
stitute a takinjr of private property within the meaning the Constitution, just 
compensation shall he made therefor in an amount to he determined by the 
President, 

and so forth. 

In this bill you have incorporated the power to annul and cancel, 
to abrogate all private contracts between the utility corporations and 
the cities. Was it your thought, or the thought of your attorney, 
that the annuling of these private contracts, the abrogation thereof 
or the cancellation thereof, was covered by that section? And permit 
me to say in that connection that when you annul my contract which 
I have with the Electric Supply Co. you are, in fact, taking my prop- 
erty, and you must pay me for it, because you can't take property 
and condemn the same unless you give me due compensation. Now, 
will you be kind enough to refer that to your attorney and see as to 
whether the phraseology there is broad enough to cover compensation 
for the annulment and abrogation of private contracts? Personally, 
I do not think it is, but my judgment may be at fault. 
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Mr. Meter. Well, you know private contracts have been annulled 
very freely on the ground of military necessity. 

Mr. Dewalt. There is no question about the power. 

Mr. Meyer. During the war. 

Mr. Dewalt. There is no question about the power. That is all 
right. The question is about the compensation. 

Mr. Meyer. I will be very glad to take that up, sir. 

Mr. Dewalt. Now, on page 8, subsection 10, you say : 

In furtherance of any of the foregoing purposes, to acquire any property 
or property rights, including any public or private rights, that the President 
may take over. 

You don't say " the President," but the authority is to take over 
any processes, patented or otherwise. Now, query: The life of a 
patent is 17 years, with the right of extension for improvement from 
time to time. Will you ask your attorney as to whetner or not there 
is any provision in the bill there looking toward compensation for 
the use of that patent right consonant possibly with the idea which 
is in the alien enemy act, where the United States Government takes 
over even a foreign patent of an alien enemy the use thereof shall 
be had by the Government, but certain royalties shall be held in 
abeyance and afterwards paid off. Perhaps that might be worthy 
of consideration. 

Mr. Meyer. I will be very glad to take up those'points, and I think 
Mr. Gans, who drafted the bill, will be competent to pass upon them. 

Mr. Dewalt. Understand, Mr. Meyer, this is not in the way of 
■criticism at all, but only in the way of trying to perfect the method 
if there is fault in it. I don't say there is. 

Now let me turn to page 6, subdivision 5 : " To construct any pipe 
or other transmission lines.'' When you say pipe line did you have 
in contemplation these oil-pipe lines. Standard Oil pipe lines? 

Mr. Meyer. We were not contemplating going into the pipe-line 
industry, but it may be necessary to transport oil or gas by pipes 
incidentally to the generation of power. 

Mr. Dewalt. Well, but you speak here of " pipe or other trans- 
mission lines." 

Mr. Meyer. Yes. 

Mr. Dewalt (reading) : 

Or other structures, facilities, or appliances that he may deem necessary 
or useful for the purpose of better utilizing or of increasing the facilities of any 
power plant, or of combining the facilities or power of two or more such 
plants, or of better utilizing the gas, power, or products generated by them. 

Now, the phraseology of that, in my judgment, would be broad 
enough to take into contemplation at least the taking over and the 
combining of various competing pi])e lines for the transmission of 
gas. We have very large gas fields in Ohio, Indiana, Kentucky, 
Pennsylvania, and the query in my mind is, JDid you contemplate 
taking over these gas lines? 

Mr. Meyer. We contemplated the power to do it. This provides 
for powers that may be used or may not be used, depending on cir- 
cumstances, but the power to do it places the Government in a posi- 
tion to accomplish its military purpose, and it is hoped that it will 
protect the Government's position and be fair to the industrial end. 

Mr. Dewalt. Now, on page 3, subdivision G, I suppose you, as the 
supervisor of the drafting of the bill, intended to make the 



72 EMEBGENCY POWEE BILL. 

provisions of this bill stronger than even the railroad bill, did 
you not ? 

Mr. Meyer. Well, I am not familiar with the legal details of the 
railroad bill. ^ 

Mr. Dewalt. You say here : The time to acquire ' means to pur- 
chase, requisition, condemn, or take over the title to, or to lease, 
requisition, condemn, or take over the right to use, occupy, or oper- 
ate." Now, isn't that broader and more drastic in its terms than any 
legislation that we have yet had in reference to the use of private 
property for Government purposes 

Mr. Meyer. It is strong, and was intended to be a very broad 
power, but I may say this, that there was no intention to make easy 
an abuse of power, and all these provisions have been carefully dis- 
cussed with representatives of all points of view — I mean the power 
companies themselves and the representatives and officers of the 
national association of electric light and power people; and of course 
they recognize that it does place in the hands of the President a very 
great power. They have confidence in the fair use of that power for 
military purposes, as it is intended in the bill. The companies them- 
selves, in frank and open discussion, approve of these provisions, 
recognizing them as a military necessity, which is the basic point of 
view of the whole bill. 

Mr. Dewalt. On page 2, subdivision E : 

The term " property " includes real and personial property of every nature 
and description, together with any right, interest, or easement therein or appur- 
tenant thereto. 

What was in your mind when you said " easement " ? 

Mr. Meyer. Well, that refers to the phraseology of the bill, and 
I would like to have that answered by Mr. Gans, the attorney who 
drafted it. 

Mr. Dewalt. Will Mr. Gans be here ? He is out of the city now. 

Mr. Meyer. We will get him here for you. He has gone away on 
a short vacation. 

Mr. Dew^alt. I wish you would call his attention to that. 

Mr. Meyer. I will, with pleasure. 

Mr. Dewalt. For instance, here is something that might be called 
to his attention if you see him before he comes in here: The word 
** easement " in law applies to a great many things. It might be a 
right of way. I will give you an instance which I have in mind. 
The Delaware Eiver is declared a navigable stream. The Lehigh 
Kiver is declared to be a navigable stream, although I don't suppose 
anything larger than a rowboat could ever get up it. Now, by the 
power vested in the legislature of the State of JPenns^lvania they 
nave granted the Lehigh Coal & Navigation Co. the right in per- 
petuity of the use of the waters of the Lehigh Eiver for canal pur- 
poses. Now, the Lehigh Coal & Navigation Co., the Lehigh Co., the 
Horton Co., which has been spoken or here, are interallied and con- 
nected, as Mr. Stanley possibly may know, by the provisions of this 
bill and by the incorporation of the word " easement," and it would 
become possible — ^I don't say probable, but at least possible — for the 
United States Government to condemn, acquire, and take into pos- 
session the whole of that water power running from Mauchunk all 
the way down east. Now, if that is the intent of the drafter of this 
bill by including the word " easement," I think it would be of suffi- 
cient importance to let us know about that. 
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Mr. Meyer. I will be very glad to refer that point to him. 

Mr. Dewalt. And, understand me again, I do not submit this as 
a^ matter of criticism at all. The bill may be all right, but I would 
like to know how far it goes and what the contemplation of the 
drafter is. 

There is one thing more. On page 12, section 8, referring to that 
specific section, I understood you to say — I may be mistaken — that 
when you drafted this bill you attempted in every way to prevent 
legislation looking either toward the advancement or retardation 
of public ownership of private utilities or public utilities. That 
statement is correct, is it not? 
•Mr. Meyer. Yes, sir; that was the attitude. 

Mr. Dewalt. Now, with specific reference to section 8 you say : 

That the President may retain any property and operate any plants, trans- 
mission Unes, structures, facilities, or appliances constructed or acquired under 
the provisions of this act for such time as he may deem necesary or adviable 
for the purpose of selling or otherwise disposing thereof. 

Query : Wouldn't that leave in the hands of the President an un- 
limited power to retain any of these plants, transmission lines, or 
structures indefinitely, and thus almost inevitably lead to public 
ownership of these facilities? He has the right to determine 
whether he will sell, how he will sell, at his own sweet will. Secre- 
tary Baker said he was not against public ownership of such utilities. 
Now, some people diflfer with him. 

Mr. Meyer. We have tried to straddle and not take sides. 

Mr. Dewalt. Well, aren't your legs pretty far apart when you 
straddle here? (Laughter.) 

Mr. Meyer. I don't think so. We thought the clause "for the pur- 
pose of soiling or otherwise disposing thereof " showed an intention 
that it was to be disposed of and to be sold, but it was intended to 
remove from the President the necessity of disposing of it at a 
particular time, which might be very disadvantageous to the Gov- 
ernment's interests. If we should say that it had to be sold at 
a specific short period subsequent to the war, it might be extremely 
damaging to the values that the United States Governnient had in- 
vested in it, and reasonable leeway should be given. 

Mr. EscH. In another section of the bill you put in a five-year 
period. Why shouldn't it be in here? That gives you rive years in 
which the Government and the President are to dispose of the prop- 

The Chaikmax. This says "sufficient time" to dispose of it. It 
might be less than five years. 

Mr. Dewalt. Just as Mr. Esch says, here in another provision of 
the bill, looking toward what 3^ou might call recapture, a five-year 
period is the termination. Now, in this particular provision they 
make no limitation at all. That might be at least the limit. 

The Chairman. I want to ask, in all fairness, if the limitation 
under time in which to dispose, sell, oi* otherwise dispose of, is not 
in common sense and fairness a ■ limitation for that purpose, and 
nobody could think that perpetual ownership could be established 
under such an authority as that? 

Mr. Dewalt. Well, I would like to argue it out with you sometime 
in private. 
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The Chairman. Well, I will be glad to do it any time in private. 
I don't want to take up the time now, but I think that is the fair, rea- 
sonable construction. ' 

Mr. Dewalt. That is the reason I don't want to argue it now. It 
takes too much time. 

The Chairman. The purpose is to sell or dispose of, not per- 
manent ownership or operation. 

Mr. Meyer. The question of the after-war conditions is so indeter- 
minate that I think too short a period may jeopardize the Govern- 
ment's interests. A certain amount of leeway should lie within the 
discretion of the President. There is a question of post-war condi- 
tions, as was brought out by one of the gentlemen who has left in the 
meantime. I think it will depend entirely on who wins the war and 
who dictates the terms of peace ; and also on how we handle our post- 
war problems — the reconstruction period: the transfer from what 
we now consider essential from a military point of view to what 
will become essential from an economic point of view. The wisdom 
and foresight and care with which that period is handled will de- 
termine in part whether or not these plants will have value greater 
or less. So that there may be an acute period after the war when 
for a few months or one or two years the situation may be diflGicult, 
the volume of production may shrink. The analogy of the post- 
Civil War period means very little to me, because prices were upon a 
greenback basis at that time. We are trying to keep prices on a gold 
basis now, and the currency price was so much of a factor after the 
Civil War that I think it is no precedent. The theories will differ 
with almost everybody who studies the subject. Personally, I feel 
that the country's industrial resources in this war are more wholly 
loclced up in the war activity, and that a relaxation of this enormous 
activity can not be supplanted with ease and promptness by peace 
activities. There will be a period of difficult readjustment. The 
proper handling of public works which are being suspended and 
stopped at ])resent may be the solution for the evolution from a 
war industrial to a peace industrial basis. These power plants 
may be not as fully used if we do not accomplish that transition 
carefully and smoothly, as will be the case otherwise. Of course, 
who wins the war is going to be an all important factor. 

Mr. Dewalt. Mr. (Chairman, may I ask Mr. Stanley a question? 

The Chairman. Certainly. 

Mr. Dewai/f. Mr. Stanley, in your investigation did you determine 
the proportionate cost between the power generated by steam , and 
the power generated by electricity at, we will say, a point of 100 
miles distant from, the electric plants, per horsepower? 

Lieut. W. W. Stanley. I don't believe the difference between power 
generated by steam and, as you said, power generated by electricity — 
did you mean water power? 

Mr. Dewalt. No; I have particular reference now to plants that 
derive their fuel from the mines. For instance, take a plant that you 
and I hav ein mind. Now, that is located right in the anthracite region. 
It furnishes power for a distance of at least 135 or 140 miles — it may 
be farther. Its lines run from Horton way over into New Jersey. 
Now, in your investigation did you have any means of ascertaining 
what the approximate or proportionate cost per horsepower between 
the powers generated, we will say, in eastern Pennsylvania, which is 
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about 100 miles away, by steam? That is, the use of fuel there and 
the cost of that same power per horsepower as derived from the 
electric plant ? Do I make myself clear ? 

Lieut. Stanley. If I understand it, it is the cost between gener- 
ating power at the mine's mouth and transmitting it 100 miles? 

Mr. Dew ALT. Yes; and generating it at a point 100 miles from the 
mine mouth, without any considerable transmission. Here is a con- 
crete instance. I have a shoe factory in eastern Pennsylvania, we 
will say. That shoe factory is located 100 miles away from Horton. 
I am now getting my power by using coal ; that is, consuming it there, 
generating my power, using the steam. I propose to electrify my 
plants and put in this Horton power. Have you ascertained the 
difference in cost between the two? Because your proposition looks 
toward the generation of 1,200,000 horsepower additional, does it not ? 

Lieut. Stanley. Something like that. 

Mr. Dew^alt. In the whole country? 

Lieut. Stanley. Yes, sir. 

Mr. Dewalt. Now, if I can find out how much we can pay per 
horsepower, approximately, it might be a very substantial thing to 
present here. 

Lieut. Stanley. I don't believe you can give that answ^er definitely 
for any except a particular situation, because the conditions of load, 
that is the kind of factory tliat uses the power would be a feature 
that would enter enter into it quite seriously. Specifically we have 
considered the possibility of generating at the coal fields in Pennsyl- 
vania, near Horton, and transmitting the power both toward and 
into New Jersey and down to Philadelphia. I don't think Horton . 
now feeds New Jersey. It goes close to the border line but I don't 
think it goes over. The success of an undertaking to do that depends 
on transmitting a very large amount of power at very high voltage, 
and with good load factor, that is, a fairly continuous use of power 
at the other end. It is a problem, as you probably know, that has 
been discussed betwen the companies in New Jersey and Philadelphia 
and Pittsburgh for a number of years. I thinly it will come sometime. 
I think it may come during the war, if it is necessary to very greatly 
increase the New Jersey and Philadelphia use of power. It is not a 
very quick solution, which is unfortunate. 

Mr. Dewalt. Right in that connection, Mr. Meyer, would you 
tliink it wise to suggest to your counsel, who drew this bill, that the 
rates of charge for this power which is to be furnished at least par- 
tially under Government control, should be under the supervision of 
the interstate Commerce Commission ? 

Mr. Meyer. Should be under the supervision of the Interstate 
Commerce Commission? 

Mr. Dewalt. Yes. We are going into this business, apparently, 
and private corporations will want this power. Now, railroad rates 
have been fixed by the President, with the added proviso, I believe, 
that the Interstate Commerce Commission is to have some sort of 
advice or supervision over it. Now, the query is, wouldn't that be 
a suggestion which might be incorporated here? 

Mr. Meyer. I will be very glad to consider that. The intent of 
the bill being the temporary lodgment of this power in the Federal 
control, with a view to allowing it to pass back to local control, it 
seems to me that regulation under the administrator rather than 
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under a permanent government body would be more logical. But I 
should be very glad to take that up and give it study in connection 
with Mr. Gans and everybody else interested. 

Mr. Dewalt. The same thing applies to railroads. They say it is 
not the intention to keep the railroads permanently. 

Mr. Meyer. The railroad rates have been under Federal control 
for a long time. 

Mr. WiNSLOw. I would like to ask two or three questions, follow- 
ing along the line of the inquiries of Mr. Esch and Mr. Dewalt a 
little farther. I don't know that you really can answer these ques- 
tions definitely, but I would like to find out. 

Have you considered on what basis the Government should sell 
its power? 

Mr. Meyer. No, sir ; that will be a matter for separate considera- 
tion in each instance, governed by the local conditions. 

Mr. WiNSLOw. Well then, take it within a given territory and 
come right down within a unit of territory. How then would they 
sell this power? 

Mr. Meyer. It w^ould depend to whom it was being sold and for 
what purposes. I think it is wisely left to the discretion of the 
President under this bill, because conditions and circumstances will 
vary so greatly, depending on who is consuming the current, what 
contractors or what Government departments. Jf there is a sur- 
plus it may be necessary to charge a little higher price for the power 
delivered until the larger proportion of the capacity of the plant is 
consumed. Of course, I think they will all be loaded full from the 
very beginning, but it may happen otherwise. 

Mr. WiNSLOw. I am not interested so much with the exception 
as I was with the normal run of charge. 

Mr. Meyer. It is a highly technical question and each case will be 
governed by local conditions. Do you agree with that, Mr. Stanley? 

Lieut. Stanley. It would depend, sir, very much on the price of 
coal, the kind of units and the size of units that were installed. 

Mr. Winslow. No; you haven't got me. I don't want to waste 
time on this, because I appreciate what you say. Does the Govern- 
ment intend to run its plants in competition with privately owned 
plants ? 

Mr. Meyer. There again it would be within the discretion of the 
Prosident under the bill to determine the terms. 

Mr. WiNSL0w\ The limit of possibilities of evervbody is up to the 
President. 

Mr. Meyer. I should assume that the Government would get a fair 
return on its monev advanced and invested while it is invested. 

Mr. Winslow. Shouldn't there be some information given to this 
committee based on rather more than your assumption — a pretty 
definite idea? 

Mr. Meyer. Different conditions are contemplated in the bill. You 
see there is a provision by which the Government can write off as 
war waste a considerable part of the cost. Not only would it get no 
return on the investment in the way of profit or interest but it would 
actually make a contribution out of the war waste, so it would be a 
loss. The case of a possible loss is directly contemplated, and let 
me say that in my opinion the clear setting forth of this fact in this 
bill is one of the favorable factors, because it attempts to determine 
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that question with clearness. All other ways which have been sug- 
gested — and a good many have come up to my notice, through pro- 
posed contracts from some department m a small power situation or 
m a large situation — every other way that has been contemplated 
through department contracts involves a much less careful preserva- 
tion of the Government's interests than is possible in this bill. 

Mr. WiNSLOW. I am not looking to the Government in this case; 
I am looking out for the other fellow. It is our business to legislate 
not only for the Government but for the people, individually as well 
as collectively, and now, then, supposing you go into a city which we 
will call M, and there is a power plant now selling its power under 
contract and under restrictions of the State in which the power is 
being furnished. Now, we will say that I am a manufacturer A, and 
your local power plant is power plant X. I have a contract, as have 
many others, wijbh that power plant for power. The people of the 
community own the securities of that power plant X. Now, if the 
Government should go in, disregarding the charge off, disregarding 
their profit, it might easily be that they would turn out power and 
charge it at a less amount than I am paying that company now for 
the power I am getting, which would render the task of the power 
company X rather difocult. 

Now, let us go further. Suppose- that I as manufacturer A am 
buying a thousand horsepower under contract from the power com- 
pany X, for which I am paying $1 per unit of power. What would 
be the attitude of the Government in respect to the charge to me for 
another thousand horsepower, it being understood and known that 
the 2,000 are all going to be put into the manufacture of shells? 
Now, how will they meet that basis of charge and how would the 
Government have its way of making the charge? 

Mr. Meyer. I would like to answer as intelligently as I may, but 
I can not anticipate the administration of this bill. 

Mr. WiNSLow. But we have got to look forward a little bit. 

Mr. Meyer. I will just point out this: The very fact that the Gov- 
ernment does desire within reason to protect its own investment is 
the guarantee of the protection of the investment of the local power 
corporation. 

Mr. WiNSLOw. It is very fine if it works out, but if the Govern- 
ment decided, " We are going to make this at cost and are going to 
Jiand it out at cost," there would be the trouble. If, on the other 
hand, the Government should find that the power costs more than the 
local company by virtue of the cost of installation, etc., pays, then 
are you going to charge the community more for their power or 
are you going to sell below cost in order to reach community rates? 

Mr. Meyer. Well, as I said, I can not anticipate the administra- 
tion of the act, but I see no evidence from the administration of tlie 
War Finance Corporation, which has most to do with public utilities, 
that the President's nominee would use Government money to make 
a present to the community through low prices for power or other- 
wise. The usual reasonable rates have been charged for the use of 
money, one of the costs of the installation. Now, there is no reason 
to anticipate an extreme attitude on the part of the power adminis- 
trator under this bill, or whoever would administer it for the Presi- 
dent. 
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Even taking it with a strong desire to protect the local interests 
of corporations, I see nothing to fear from that point of view. I 
think it is still in the future what the effect would be, but I wouldn't 
see anything revolutionary or disastrous as being amon^ the possi- 
bilities. The way in w^hich a local power company acquires a plant 
or investments made by the Government is provided by arbitration. 
Later on, what the Government plant acquired by the private cor- 
poration costs the corporation will be more of a factor. Of course', 
whatever it is it will have to be borne by the local community. It is 
going to be judged on a basis of arbitration, presumably, and then 
it will help to form the basis of the rate in the community. Up to 
that time, or approximate!}^ tliat time, it will concern power mostly 
consumed by the fTOvernment through its contractors, so the rate 
won't be so nmch of a factor to the companies or the public. These 
plants are not to be built to create surplus power nor to compete with 
power plants already in existence. They are being built to supply 
deficiencies or to meet a need which is being anticipated, and which 
must be counted upon, of course, very largely. I believe that the 
needs will be greater than the contemplated supply. 

Mr. WiNSLOw. Now, suppose I am manufacturer A, and this gen- 
tleman here is manufacturer B, and I start in to make shells, because 
I am desired to make shells, and I buy my power at the established 
rate through the Government section at a dollar a unit. Now, this 
gentleman has been in the business. He has a contract with the local 
company for $1.25 a unit, and we are both making the same article. 
I can't compete with him on an even basis, because of the difference 
in the rate of power. There will be a discrimination on the part of 
the Government in favor of a new man coming into the business at 
the expense of the old one. Now, how will you adjust that? 

Mr. Meyer. I don't think the Government would go in and sell 
power below the prevailing rate. 

Mr. WiNSLOw. Well, now, would you have any objection to em- 
bodying that in the bill? 

Mr. Meyer. I think that it is wise, so for as I can see, to avoid 
these manifold specific restrictions. I think it is so fair a presump- 
tion that I hesitate to advocate introducing detailed limitations. I 
believe that in these emergency powers free scope should be lodged 
with the administration, and responsibility for the bill and the ad- 
ministration attained in that way. It will be impossible to foresee 
any and every contingency and eventuality that will arise. I think, 
from my observation of the war work in the last year and a half, 
that the freer from specific restrictions — always admitting, of course, 
that Congress does wisely restrict in many cases the exercise of arbi- 
trary power — I have seen more harm come from detailed restric- 
tions than benefit and therefore, while I would not like to say that I 
object to this or that provision, I feel that, unless it is a matter of 
considerable importance, it is well to leave it in the general grant of 
power. 

I am not afraid, personally, of the unfair or dangerous adminis- 
tration of this power, and I feel that way, because, going back into 
the history of the formation of this bill, which I will take the liberty 
of referring to again, almost every possible view has been consulted 
in connection with the framing of this bill. The companies and their 
counsel, and the national association, Mr. McCall, for instance, of 
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Philadelphia, who sat there, and the public service commissioners of 
his State, who have fought him for many years, sat down and agreed 
upon this bill together. It has an unusual history, perhaps, in the 
way of legislation from that point of view, and the object of obtain- 
ing that cooperation was that we might meet every possible objection 
that can be thought of in advance, and remove the difficulties that 
attend this kind of legislation in general, to the extent that it is 
possible. 

Mr. WiNSLOW. You are at the head of the War Finance Corpora- 
tion? 

Mr. Meyer. I am one of the directors. 

Mr. WiNSLOw. Do you happen to know of any channel through 
which a producer or manufacturer who has suffered loss at the hands 
of the Government in his operations has any means of getting redress 
without going to the Court of Claims. 

Mr. Meyer. I do not specifically know where a man can get legal 
redress. 

Mr. WiNSLOw. Well, practical redress. 

Mr. Meyer. Practically the War Industries Board has a section 
which is intended to facilitate the placing of contracts with industries 
whose business has been hampered through military necessities, 
either in one way or another, through lack of raw materials which 
had' to be used in other directions, or for any other consideration. 
But while I don't know the specific legal procedure by which re- 
covery can be obtained — and I don't believe there is any, and I 
don't believe it is practicable to assure that, because the revolution- 
izing of industry due to the war is something that is incidental to the 
war and can not in every case be compensated for — I feel that the 
War Industries Board has a xovy strong inclination and intention, 
and has actually done a c;reat deal in many cases to help the industry 
turned from what is called iniessential or less essential industry to 
war industry. 

Mr. Win SLOW. Has the War Industries Board any power to reim- 
burse damage which they admit? 

Mr. Meyer. No, sir. 

Mr. WiNSLOw. Suppose a man makes a contract for a million dol- 
lars' worth of production, and after he has made a quarter of a 
million, if the Ordnance Department, to illustrate, finds an article that 
is better to use in place of the one they have contracted for, the Gov- 
ernment can shut that man off at a quarter of a million and tell him 
to make no more, although he has laid his plans to cover a million. 

Mr. Meyer. You refer to a cancellation of contract. 

Mr. WiNSLOW. Anything tliat is simply the fault of tha Govern- 
ment. Now, then, when he has made that and can prove it — and the 
Government agents admit it — do you then know of any way in which 
that man can recover? 

Mr. Meyer. In the case of a contract it v/ould depend, of coui*se, 
on the terms of the contract, and the adjustment would depend on 
the terms of the contract and the law governing the situation. I 
don't think there is any general agency for such adjustment. 

Mr. Wi^'SLOW. These wnv boai'ds have the power to order, and they 
have power to make contracts? 

Mr. Meyer. No; not the war industries. Each department makes 
its own contracts. 
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Mr. Win SLOW. Well it is too confusing for me to follow all those 
details. 

Mr. Meyer. All the contracting is lodged in the specific depart- 
ment. 

Mr. WiNSLOw. Well, say it is so ; suppose your War Finance Board 
has granted $200,000 to a concern to build an article for the Ordnance 
Department, and you get your money in. They have bought ma- 
chinery and they have become involved, have got out notes, etc., 
in addition to your $200,000; and about the time they are getting 
started the Ordnance Department decides they don't want that 
article any more. They say, " we can get another article that we like 
better than that," and they say " stop," and of course this man en- 
dured loss and damage. Is there any way you know of by which he 
can collect that loss or damage without going to the Court of Claims? 

Mr. Meyer. I have heard of cases of that kind where the loss is 
adjusted by the department which found it necessary to cancel a 
contract, recognizing that fairness under certain circumstances re- 
quired that the contractor be recompensed. 

Mr. WiNSLOw. What departments have done that? I am looking 
for that case exactly. 

Mr. Meyer. In what department has that happened? 

Mr. WiNSLOw. Yes. 

Mr. Meyer. Well, I will have to think about that. 

Mr. WiNSLOw. I wish you would write me about that. I am glad 
to find that out. I have been looking for just such a case as that. 

Mr. Meyer. I am quite sure that I have heard of cancellations of 
contracts and compensation adjusted, but it may have been that that 
compensation was provided for in the contract. 

Mr. WiNSLOw. Well, if it were, that would settle that point. 

Mr. Meyer. But I often have seen cancellations made where the 
contractors accepted it in a spirit of patriotism and, adjusting them- 
selves to the hardships of war, said, " Well, I will pocket the loss." 

Mr. WiNSLOW. That's all right; but if it wiped him out I don't 
know whether that is patriotism or not. 

Mr. Meyer. I have heard of cases of that kind. 

Mr. WiNSLOw. Now, I had that in mind in reference to this case : 
If a competitor in a line of business in a town, by virtue of the rate 
for power should happen to find himself unable to carry on his 
business as he probably intended to carry it on, because the Govern- 
ment would sell to his competitor for less, we ought to provide for 
that, and we can f orsee that. 

Mr. Meyer. I am not at all afraid of it. 

Mr. WiNSLOw. Well, I am afraid of it, because I can produce this 
very case I am telling you about, and there is no way to get redress. 
They all say, "We are sorry for you and you are all right; but 
where will we get the money? " And the answer is the same thing, 
" I don't know." And it is about time for that to be changed, and I 
want you to consider that. 

Mr. Meyer. I will be very glad to take it up. 

Mr. WiNSLOw. There is liable to be more trouble of that kind 
coming up. 

Mr. Snook. This bill provides for two methods. One is by ad- 
vancing to corporations already organized, or contemplated to be 
organized, money and allowing them to build plants. The other is 
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•by taking over plants or the building of new plants wiiich the Gov- 
ernment, at least in many instances, is expecting to operate. Noav, 
you say you have made an extensive study of the cpiestion with the 
people already engaged in this industry. Can you give any idea of 
how much of this money you expect to spend by advance to the 
people already in the industiies. private corporations, and hovv' much 
you expect the Government to spend by building, operating, and 
taking over ? 

Mr. Meyer. Since this matter was discussed with the industries 
there has been some little contracting by the Government dei)art- 
ments b}^ which some of these situations have been taken care of to 
a slight extent. As a principle T should say that I doii't bke to 
anticipate the administration of this bill, as T saul ])efore, or discuss 
the method that will be pursued by somebody who is intrusted with 
this responsibility. It would appear to me more advantageous, both 
for the companies, the communitv, and the Government, to make 
always, to the extent that is possible, a contract l)otween the (lovern- 
ment and a company, in order to make it in the foi*ni of an advance, 
rather than for the Government to build and operate a plant. That 
may happen where a power plant would be required awav from a 
normal, ordinary power market. There may arise such instances, 
but where plants are to be supplied in addition to existing: ])lants, I 
should think it would work out more advantageously to do it muler 
an arrangement with the existing company for financing and oj^era- 
tion and adjustment of valuation subsequent to the war. 

Mr. Snook. When you talk with these people have you any idea of 
the comparative amount that will be expended this way? 

Mr. Meyer. No. 

Mr. Snook. Each way? 

Mr. Meyer. No; because it will depend on the negotiations as to 
Avhether or not the Government will build its own plant and operate 
it, or whether terms satisfactory to the companies will be foimd. No 
negotiations can be conducted under a bill which hasn't been passed. 

Mr. Snook. Have you had any considerable applications from con- 
cerns already in existence, operating plants, for advances of money, 
under the other plants ? 

Mr. Meyer. If there is a situation where if aid can be had power 
can be provided; applications are not made, because there is nobody 
to whom to apply. 

Mr. Snook. But out of your present corporation ? 

Mr. Meyer. With the War Finance Corporation we have had some 
applications, but not important ones, because they know perfectly 
well that, as organized at present, the War Finance Corporation can 
not possibly furnish the financial assistance to do this thing. Le- 
gally we are prevented. They are not in a position to give the se- 
curity that imder the law we must require, so that they wouldn't ap- 
ply to us. But that doesn't mean that the power is not needed and 
that the financing to provide the power is not equally necessary. 

Mr. Snook. You have no means of knowing, then, or making an 
estimate of how much would be used in either event? 

Mr. Meyer. No: it will depend on the negotiations. 

Mr. Snook. Do you have any information on that subject? 

80889—18 6 
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Lieut. Stanley. I would like to say this, but not for the record. 
(Lieut. Stanley's statement was not placed in the record.) 

Mr. Snook. You don't know from the surveys you have made 
whether there will be applications on the part of companies already 
in existance to have this credit extended to them ? 

Mr. Meyer. Oh yes. 

Lieut. Stanley. Yes ; there certainly will be. 

The Chairman. Mr. Meyer, we are very much obliged to you for 
your appearance here. We will adjourn now until 11 o'clock to- 
morrow morning. 

(\Vliereupon, at 1 p. m., the coininittee adjoprned until 11 a. m. 
Tuesday, August 27, 1918.) 



Committee on Interstate and Foreign Commerce, 

House of Eepresentatives, 

Tuesday^ August 27^ 1918. 

The committee met at 11 o'clock a. m., Hon. Thetus W. Sims 
(chairman), presiding. 

The Chairman. The committee will come to order. 

Now, Mr. Cooke, you may go ahead and make your statement 
without interruption, and then the committee may want to ask you 
some questions. Please state your name and what connection you 
have with the Shipping Board or other war industries. 

STATEMEin: OF MR. MORRIS L. COOKE, WASHINGTON REPRE- 
SENT ATI VE OF THE EMERGENCY FLEET CORPORATION AND 
ASSISTANT TO THE CHAIRMAN OF THE SHIPPING BOARD. 

Mr. CooKE. My name is Morris L. Cooke, and I am the Washing- 
ton representative of the Emergency Fleet Corporation and assistant 
to the chairman of the Shipping Board, handling ppwer matters. 

Mr. Hurley wanted me to say to you, Mr. Chairman, that imme- 
diately on his return to the city he would, of course, be at your serv- 
ice in case you want to supplement my statement in any way. 

The Chairman. Unless he is going to return pretty soon, I hope 
it will not be necessary. 

Mr. CooKE. The Emergency Fleet finds itself in a rather embarrass- 
ing situation. Power, of course, is as essential to the building of 
ships as the materials that go into them. Our appropriation^ are 
made in such a way that we have hesitated to advance moneys to 
utilities companie3, except where there was an acute emergency. 

As Mr. Meyer said yesterday, in making preparations for power 
one is almost inevitably talking 18 months ahead; that is, about 
something that is going to occur at least a year and usually 18 months 
ahead. 

Realizing that at some of our shipyards there would be this emer- 
gency need for power — and, in fact, that it already exists — before 
Congress adjourned we went before the Appropriations Committee 
and asked for an emergency appropriation of $20,000,000 to $25,- 
000,000 simply for power. The statement was made that the Appro- 
priations Conunittee hesitated to make appropriations for power to 
any one department, because if they made it to one department it 
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would be called upon to make similar appropriations to other depart- 
ments, and the feeling of the committee was that it should be 
handled in some broader way . 

The intimation was given to us that if members of the Appro- 
priations Committee were building ships, and they were up against 
an acute emergency, they would go ahead and provide power. But 
we have interpreted that to mean that in doing so we could take care 
of " war wastage,'' but very little more than that, without really get 
ting into the domain of financing utility propositions, power propo- 
sitions. We already have had acute power shortages at Chester, Pa., 
at Seattle, Wash., at Portland, Oreg., Norfolk, Va., Gloucester, N. J.^ 
Wilmington, S. C., and San Francisco, Cal. These are ponts that I 
happen to have had personal acquaintance with, and, of course, we 
have had similar 3ituations in a number of other shipyards. 

Pending the passage of this bill — or rather pending Congress mak- 
ing known its wishes as to how it wants the administration to handle 
this power matter — ^the Secretary of War, the Secretary of the Navy, 
and the chairman of the Shipping Board, as the heads of the three 
operating departments wliich are principally at interest, have been 
cooperating to see how they could tide over this emergency situa- 
tion. We have reached a sort of a working agreement that no one 
of us will make a contract for power without allowing the others to 
sit in and comment on the proposition, and, further, in order that 
we might get ahead, the War Department has assumed, you might 
call it, the leadership in the Pittsburgh district, the Navy Depart- 
ment in New Jersey, and the Shipping Board in the Philadelphia 
district. We use that term " district '^ because it includes in our case 
not only the city of Philadelphia, but reaches Chester, Pa., Wil- 
mington, Del., and may ultimately cross the river into New Jersey. 

Now the Philadelphia Electric Co. anticipates a shortage in Phila- 
delphia this winter, this coming winter. In some respects you may 
say that there is a shortage now existing — not perhaps a shortage in 
the territory as a whole, but in one or more of the distribution dis- 
tricts. In the district in which the Midvale Steel Works are located, 
for instance, there is already an inability on the part of the com- 
pany to supply power, and during this coming winter, unless we 
can take nonie effective action, there will be an acute shortage. But 
for tlie winter of 1919-20 the shortage — the estimated shortage — is 
all the way from 50,000 kilowatts to over 100,000 kilowatts. 

Mr. EscH. Won't you please reduce that to horsepower, because 
we have been using that as a standard all along? 

Mr. Cooke. I can not do that offhand, Mr. Esch, but you can use 
those same figures for horsepower and they will be only a little less 
conservative than I am trying to make them. 

The Chairman. Let me ask you, Mr. Cooke, if a kilowatt isn't 
equal to a hoi^epower and a third? That is about the nearest you 
can get to t. 

Mr. Cooke. That is a good working approximation. 

The Chairman. That is, that a kilowatt means what a horsepower 
and a third would mean, relatively, in comparison ? 

Mr. Cooke. Yes, sir; that is as good an approximation as you can 
make. I have purposely lopped off something on these estimates that 
I am giving vou in order to be perfectly sure — in order to describe 
a condition that I am personally convinced is going to ensue. 
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Now, it was asked yesterday liei-e what attitude the companies 
will be likely to assume under tliis proposed legislation. I suppose 
each of us has a right to speculate on that to suit himself, but I can 
give you something as to the attitude of the company in the Phila- 
delphia district toward the present situation. They claim that to 
carry out the most conservative construction program which will 
meet the emergency war needs as thev will develop before the end 
of the winter of 1919-20 will require the expenditure of $20,000,000. 
Our estimates are somewhat below that. We feel that $13,000,000 is 
probably more near the figure than their $20,000,000. 

Mr. WiNSLOW. What body of men determined on the $20,000,000 ? 

Mr. CooKE. That is the estinuite of the Philadelphia Electric Co. 

Mr. Wi]ssL0w. The power company? 

Mr. CooKE. Yes. 

Mr. WiNSLow. Now they are the power occupying that field? 

Mr. CooKE. Yes. Our esthuate is $13,000,000, and I noticed the 
War Industries Board put in a figure of $15,000,000 here last week. 
Personally I do not believe it is possible to come much nearer the 
actual cost than these estimates, because labor is the big gamble, 
and I do not believe any of us can foresee the conditions that are 
going to obtain in the next 18 months in the matter of labor, to come 
nmch nearer the final estinuite and get a better estimate than is repre- 
sented by these three figures. 

We have been in day-to-day conferences with the officials of the 
Philadelphia Electric Co. and their bankers, and have thus far been 
unable to get a proposition from them that we felt we could accept. 
We have made a proposition to them somewhat along the lines of 
the one that the Secretary of War described in the Pittsbiirgh dis- 
trict. We offered to put uj) 40 per cent of the cost of construction, 
with the understanding that this amount would include war wastage 
plus a margin of safety. The war wastage is to be figured two years 
after the war by a method of arbitration, and is defined as meaning 
the diflference between the then normal cost of this construction and 
what it had actually cost. T suppose 25 per cent of the cost of con- 
struction is as good a guess of what war wastage will be as can now 
be arrived at. 

Now, the reply of the company is that if we should reverse those 
figures and advance CO per cent and allow them to put up the 40 per 
cent that possibly we could get together. But we have felt that in 
pTitting up 40 per cent we were certainly going somewhat beyond 
war wastage, and that we were getting into a position where we 
were financing private corporations rather than producing the neces- 
sary electric power. Xow, even if we can not get together with this 
company on some mutually satisfactory arrangement we will still 
have to produce the current, because a shortage of 60,000 kilowatts, 
as we estimate it, or over 100,000 kilowatts as the company estimates 
it, is absolutelv certain for the winter of 1810-20. Of the additional 
current needed about 50 per cent will go to the shipyards and 10 
per cent to the Army and 10 per cent to the Xavy, the other 30 per 
cent being distributed so that you can hardly tell who is responsible. 
If we can not come to terms with the company there are a number of 
different things we can do. For instance, we can build an isolated 
power plant in connection with the Hog Island yard. But from an 
engineering standpoint this would be a distinct step backward. We 
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can go in and build this proposed new plant of the Philadelphia 
Electric Co. at Beach and Palmer Streets, on the Delaware River — 
build it and own it for the Government — but that would apparently: 
lead to a more direct interest in the operation of that company than 
would seem desirable. It might even lead to taking the same steps 
as have been taken at Xorfolk, Va., where the Government has 
frankly taken over the operation of the local company. 

Now, I have gone into the details of that Philadelphia situation, 
in order that the committee may see that it is important ; it is neces- 
sary, it is imminent that the emergency fleet should take drastic 
action involving large expenditures of money in that field, no matter 
what the attitude of the company is. We are naturally doing every- 
thing we can to get the company to assume as large a percentage of 
the responsibility for whatever action is taken as possible, but if they 
do not take it we wdll have to. 

Now, at Portland, Oreg., the situation is much the same, except 
that the company there says that they can not do anything. 

At Wilmington, N. C, we hope to make a bargain that is com- 
parable to the one that the War Department has made for the 
Pittsburgh district. 

But, after all, in these few places where either the emergency fleet 
or the Army or the Navy have been able to make reasonably satis- 
factory arrangements with the operating companies, the total cur- 
rent to be developed is almost negligible as compared with the whole 
demand. So that unless this bill is passed, or some equivalent legis- 
lation, it will make a very serious curtailment in our war prepara- 
tions as to some parts of the program during the coming winter, 
and throughout the entire military program in the following winter. 

In the matter of building an independent plant at the Hog Island 
yard, that plant, of course, will be of considerable size and one that 
just a few years back would have been considered an efficient unit. 
But in these times when they are putting in 40,000 and 50,000 kilo- 
w^att units, and where the rule in the Philadelphia district is to put 
in 30,000 kilowatt units, it is not unusually large. Of course, an 
independent plant at Hog Island would be a distinct step backward 
and one absolutely opposed to the principle on which this bill was 
drawn, of having one great system where the peak of one district 
might be met by drawing in current from other districts where the 
peak did not occur at the same hour of the day. 

The question of rates came up yesterday. It is hardly possible. 
it seems to me, that the Government, building in these times of higk 
prices, can undersell local companies. I think it is entirely possible 
that the Govermnent may be tempted to charge higher rates for tha;, 
time being and in certain places than the local companies. Per- 
sonally, I see no reason why they should not put a surcharge, a 
supercharge, on some contracts to take care of that, and this withom 
disturbing the general system of charges throughout that district. 

We might take the case of the Midvale Steel Co. and conceive 
that they are in a district which after tlie wai* might be oversupplied 
with electric current. Rather than change the whole system of 
electric charges in the Philadelphia district, I can easily see that the 
War Department might enter into an arrangement by which, as. 
long as those gun contracts and other contracts were being executed^ 
the Midvale Steel Co. would pay somewhat extra for at least that 
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part of its load which was used on certain stipulated contracts. Such 
super charges would become a part of the expense of building the 
particular things for which the current was used. I simply suggest 
that as one way of taking care of exceptional conditions wherever 
they may arise, without necessarily changing the entire fabric of 
power charges. As was suggested here yesterday, the rate system 
IS a very sensitive thing, on which both business men and the power 
companies have made their plans, and which in some instances the 
public service commissions would object to having changed, if it 
can be in any way avoided. 

May I just say in ccmclusion, Mr. Chairman, that Mr, Hurley has 
asked me to say as emphatically as I could that he hoped this com- 
mittee would cooperate in getting this legislation or its equivalent 
through to a speedy ^ conclusion, because we are up against this 
problem of power shortage at 50 different points. These situations 
are exceedingly embarrassing, without knowing something more 
than we know now as to the attitude of the Congress toward this 
whole utility matter. 

Mr. WiN8L0w\ You were here yesterday, Mr. Cooke, and heard 
the statements as to the cliarges that would be made to the con- 
sumers following the installation of Government plants? 

Mr. Cooke, les, sir. 

Mr. WiNSLOw. Have you any thought about that which would 
enable you to give any light on the subject? 

Mr. Cooke. Well, as I recall it, you were asking what would be 
done if the Government should establish a plant in a community 
where a privately owned plant was already in existence. 

Mr. WiNSLOW. I did not mean to pin anyone down to any definite 
statement, but I want to get the trend of thought of those who have 
been building uj) this bill as to equalizing charges between any new 
power that is built under such legislation as this, and the charges of- 
companies operating under old contracts. 

Mr. Cooke. I really have not lieard the matter discussed, so that 
anything I might say would be my own personal opinion. I think 
the question is somewhat simplified in my own mind by a feeling 
that there is nothing in this legislation that will lead, certainly not 
in the immediate future, to the Government doing more than a 
wholesale business, and wholesale electric prices, or the fixing of rates 
for wholesale electricity, is not surrounded with the difficulties that 
you get into when you have to provide for sale to the small con- 
sumer, or sale to many different classes of customers. T should 
imagine, for instance, if we would go ahead with one possible solu- 
tion in Philadelphia and take over the building of a new plant there* 
under the plans of the Philadelphia Electric Co., we would in the 
very nature of things be forced to sell that current to the Philadel- 
phia Electric Co., because they have the distribution system. I 
should imagine it would be a relatively easy matter to arrive at a 
figure at which current was to be sold them, and they would con- 
tinue to sell that current to most of their customers under the scale 
of charges fixed by the Pennsylvania Public Service Commission. 

Mr. WiNSLOw. That would be optional, would it not, with those 
■who control a new plant, as to whether they sold the companies now* 
in existence or sold to anybody else? 
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Mr. Cooke. So far as this legislation goes it would be optional; 
yes, sir. At least I am working under that assumption. 

Mr. Win SLOW. I imderstand you to say you haven't heard much 
about it and so do not feel qualified to say ? 

Mr. Cooke. No; I have given only my own personal opinion. 

Mr. WiNSLow. That is all I liave, Mr. Chairman. 

Mr. Dewalt. Would it be your idea, Mr. Cooke, if the Govern- 
ment would take over this Philadelphia system, that that in itself 
would abrogate and nullify the powers of the Public Service Commis- 
sion of Pennsylvania in regard to rates and things of that sort? 

Mr. Cooke. There again, Mr. Congressman, I am not a lawyer. 
My assumption, however, is that at a time like this it is the national 
expediency that obtains rather than fine-spun legal considerations. 
But I would imagine that this bill would be best administered by 
leaning as largely as possible upon the present local agencies in con- 
trol of rates, and that, except in very rare instances, I would not 
expect that the present system of rate determination would be mate- 
rially affected. I have seen many of these electric-rate schedules, 
and they have been built up out of years of experience. They are 
pretty complicated and usually — ^ach company has one of its own 
which has been approved, and no two harmonize. I would expect 
this this power administration would have its hands full in other 
matters without getting into the minutiae of rate determination for 
some time to come. But I think it is probably a good thing to have 
the power to do it if the necessity arose. 

Mr. Dewalt. Don't you think it would help your Emergency Fleet 
Corporation in providing for service to have some legislation in- 
cluded in this bill, or at least some regulatory provisions, to prevent 
discrimination in regard to rates ? And permit me in that connection 
to give you what I think is an instance. Suppose that the Emergency 
Fleet Corporation should take into its regulatory power, either by 
condemnation proceedings or by actual taking over, the electric plant 
in Philadelphia. Now, as a matter of course, a man who was manu- 
facturing a certain article within the limits of the city of Philadel- 
phia, where this plant was located, would in all probability be fur- 
nished power at a considerably less rate than a competing manufac- 
turer who was located 50 miles away from that power plant, and he 
would derive his power from the same plant. I do not mean to assert 
that the electric company oi* the governmental authority over that 
electric company would make an unjust discrimination, but it is 
quite possible tliat that would occur and that the manufacturer of the 
same article 50 miles away from Philadelphia would be placed at a 
decided disadvantage and could not compete with the manufacturer 
of the like article within the corporate limits^ we will say, of Phila- 
delphia. Don't you think that it would actually help this bill and 
would help the Emergency Fleet Corporation as well if you had con- 
trol, of this distribution to have some regulatory provisions, or per- 
haps some regulatory legislation, in this very bill, preventing dis- 
crimination in regard to charges for such power, except in so far 
as such discrimination is dependent upon the actual cost of the dis-* 
trbuton of power? That would be for the benefit of all trade and 
at the same time be for the benefit of the Government. . _ 
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Mr. Cooke. It is certainly desirable to avoid discrimination. It 
is up to the judgment of this committee as to whether the bill, as it 
stands, needs strengthening in that respect. 

Mr. Dewalt. In other words, this is somewhat on the line of 
thought that Mr. Winslow was following j'esterday, as I understand 
it. That is all I have to say. 

The Chairman. Mr. Stiness, do you wish to ask Mr. Cooke any 
questions? 

Mr. Stiness. No ; T do not think I have any. * 

Mr. Parker of New Jersey. Mr. Cooke, you spoke of the diflFer- 
ence between wholesale and retail contracts and rates — that is, whole- 
sale rates and consumers' rates — as affording a margin so that the 
contract as to wholesale rates might not affect consumers' rates. 
Can yoii tell me what the difference is between those rates in gen- 
eral, under the present system? How much has been charged on 
wholesale contracts and how nmch on consumers' contracts, say, in 
the Philadelphia district? 

Mr. Cooke. Well, they recently increased all the rates by 10 per 
cent, except, as I recall it, those to household consumers. But the 
rate system, as it was before that 10 per cent increase was made, 
began at seven-tenths of 1 cent, which was the rate charged to the 
Philadelphia Rapid Transit Co., 7^ mills to the Pennsylvania Rail- 
road Co., and, I think, there were some powder contracts of consider- 
able size at about 1 cent per kilowatt-hour. And from there the 
rate goes up to a maximum of 9 cents. I rather imagine that the 
average price paid by the small shopkeepers is about 7 cents and for 
small power users about 5 cents. 

The average for all the current in that district, including what 
was sold at these very low prices to public utility companies, is 2 to 3 
cents — that is, the average for all their current, is approximately 
2 to 3 cents. 

Mr. Parker of New Jersey. Then, the average is 2 cents, while 
some of the big contracts are as low as 7 mills? 

Mr. Cooke. Yes, sir; it is only within the last few years that 
this marked discrepancy between the high and the low has been 
much cut down. Four years ago the highest rate was 15 cents and 
the lowest rate was seven-tenths of 1 cent. 

The Chairman. Per kilowatt hour? 

Mr. Cooke. Yes; that 15 cents was exceptional service for fans 
and things of that kind; but they had quite a good deal of business 
at 12 cents. 

Mr. Parker of New Jersey. So that there is really a large margin 
between the wholesale rates and the retail rates to the consumers ? 

Mr. Cooke. A very large margin ; yes, sir. 

Mr. Parker of New Jersey. And that margin is, therefore, so large 
rnat a change in the wholesale rates — a rather larger wholesale rate — 
would not be expected to affect the retail rates at all? 

Mr. Cooke. Certainly not so nmch as one would expect. 

Mr. Winslow. Mr. Cooke, w^here would you suggest that the divid- 
ing line would come in manufacturing, for instance, as between a 
large consumer and a moderate consumer? 

Mr. Cooke. I really can't answer that question. I would expect 
that if you took a list of all the power consumers you would find 
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in each community a fairly logical line between what you might call- 
large power consumers and small ones. I have never seen a schedule, 
that I recall, where there was a gradual grading from top to bottom. 
The Midvale, for instance, wants 10,000 kilowatts. We want, as I 
recall it, over 20,000 at Hog Island, and there are a number of other 
consumers in Philadelphia in that general class. 

Sir. Parker of New Jersev. And what did the Midvale get it for ? 
What rate ? 

Mr. Cooke. I don't know what their rate is. 

Mr. Parker of New Jersey. It was one of the low rates, though, I 
suppose ? 

Mr. Cooke. That I can't be sure of. I rather imagine that their 
rate is perhaps higher than you would expect to find it, because, if - 
I recall rightly-, they had to put in a long high-tension line to reach 
them, and it has been (he practice of that company — and I am not 
criticizing it — during the first few years of the contract, to help ab- 
sorb part of the cost of the distribution system through a somewhat 
higher rate. 

Mr. Parker of Ncav Jersey. You mentioned another large con- 
sumer there. 

Mr. Cooke. At Hog Island ? 

Mr. Parker of New Jerse3^ Hog Island ; yes. Do they get whole- 
sale rates or retail rates ? 

Mr. Cooke. I imagine the rate at Hog Island would be a fairly 
good one, because this plant is relatively near their present lines. 

Mr. Parker of New Jersey. Relatively low you mean by " good " ? 

Mr. Cooke. Yes. 

Mr. Parker of New Jersey. Well, would it be 1 cent or 2 cents or 
7 mills, or what? * ' ' 

Mr. Cooke. It wouldn't be 7 mills. I should say a cent and a half, 
possibly. This is an absolute guess, but I will be very glad to send 
you a copy of the rate schedules of the Philadelphia Electric Co. if 
you are interested. 

Mr. Parker of New Jersey. A comparison of these rate schedules 
is more important to us than anything else, in order to bear out your 
view that the change in wholesale rates might not affect consumers' 
rates. 

Mr. WiNSLOW\ Aren't all those rate schedules for power taken for 
wholesale purposes subject to advance from time to time, according 
to the necessities of the ])roducing company? 

Mr. Cooke. I think not. 

Mr. Win SLOW. During the term of the contract? 

Mr. Cooke. They are all sup]:)osed to be included under a rate 
schedule submitted and approved by the public-service commission. 

Mr. WiNSLOW. Yes ; but if the price of producing electricity in- 
crease from time to time by virtue of the increased cost of coal and 
labor, etc., they must get more or they would go broke. 

Mr. Cooke. I don't think the contract would hold in the face of a 
change ordered by the public-service commission. 

Mr. Dewalt. That has been decided by the courts. 

Mr. WiNSLOW. How is that, Mr. Dewalt? 

Mr. Dewalt. That has been decided by the courts very lately that 
irrespective of a contract made between the consumer and the fur- 
nisher of power, if the public-service commission authorizes a higher 
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rate, notwithstanding the contract for a lower rate, a transit com- 
pany, for instance, can raise passenger fares on its transit lines. 

Mr. WiNSLow. Would you think that in Pennsylvania the public- 
service commission would authorize the advan.ce of any rate that the 
Government might put out under this bill as it stands? 
Mr. Dewalt. No ; I doubt that it would. 

Mr. WiNSLow. In that case the man who had the Government cur- 
rent would get the advantage in rate over the man that bought from 
the general company. 

Mr. Dewalt. The reason I doubt that is this : I believe that the 
Federal authority once having been in control would be the supreme 
authority, even above the public-service commission of the State. 
That is the reason I say that. But in two States it has been decided, 
as I have said. In the State of New Yor.k it was decided within the 
last, possibly, six months that the ruling of the public-service com- 
mission in regard to rates for transportation, we will say, over transit 
lines, was binding upon the company as well as upon the public, and 
the same thing was lately decided in the State of Pennsylvania. 
Mr. EscH. Was that under the doctrine of this measure? 
Mr. Dewalt. Yes. 

Mr. Cooke. That was true in the case of a contract between the 
Philadelphia Electric Co. and the Philadelphia Eapid Transit Co. 
They had a contract at seven-tenths of a cent and they acquiesced in 
the ruling of the State public-service commission that raised that 
rate to 7J cents. 

Mr. Dewalt. Even without an acquiescence, the ruling of the State 
public-service commission has authority to raise the rate regardless 
of the contract existing between the parties. 

Mr. EscH. Mr. Cooke, Congress gave the right to the Fleet Corpo- 
ration to construct vessels, did it not? 
Mr. Cooke. Yes, sir. 

Mr. EscH. And if I remember rightly, the law provided a capitali- 
zation of $50,000,000. 
Mr. Cooke. Yes, sir ; I think that is the capital. 
Mr. EscH. And, of course, the Government subscribed to practi- 
cally all of the stock. 
Mr. Cooke. Yes. 

Mr. EscH. Now where we gave that corporation the duty of con- 
structing ships, it carried with it the power of developing the neces- 
sary power for such construction. That being true, is there a short- 
age of power development under the Emergency Fleet Corporation' 
for the construction program which that corporation is undertaking? 
Mr. Cooke. At the moment oui* ])ro^ram is not being held back on 
accoimt of a power shortage. We are guarding, however^ against 
sliortagos that to-morrow or next week, or at some future time, will 
become very real, in the absence of action, even though the actual 
retardation of the program will not ensue for a year or 18 months 
later. 

Mr. Escii. You are anticipating the future needs? 
Mr. Cooke. We are anticipating future needs; yes. In the Phila- 
delphia district, for instance, it is only the difference in the judg- 
ment of two engineers as to whether if we begin to-morrow we 
will avoid the shortage that is threatened in the winter of 1919-20. 
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One group of engineers says the necessary work can be done in 14 
months; another group says it will take iS nxpnths. 

Mr. EscH. Well, my idea is that the Fleet Corporation now has 
the power to build as much power plant as necessary. 

Mr. Cooke. We have got the money and the power to provide the 
necessary plant, but if we go ahead and act on that we will he 
developing at many points independent isolated plants that are not 
as efficient as the central stations or the superstations would be, 
and we hesitate to do that. 

Mr. EscH. Although there is no question of power? 

Mr. Cooke. And then, of course, you must add this, that we can't 
live to ourselves alone. Our program is inevitably tied up with the 
program of the Army and Xavy. While we might go ahead and play 
an independent game and provide the power actually needed for 
the building of ships, it will make our action futile, because the 
Army and Navy not being able to carry out their part of the pro- 
gram we might just as well not have the ships. 

Mr. EsGir. Well, my thought arose in connection with the fact 
that the Fleet Corporation really dominated a field, so far as power 
goes. 

Mr. Cooke. Yes, sir. 

Mr. EscH. The Army in another field, the Navy in another field, 
etc., but in the Philadelphia field, then, you still think that you have 
got to have an increased appropriation for the development of 
power ? 

Mr. Cooke. We do. 

Mr. EscH. Outside of the power you now have under the Fleet 
Corporation act? 

Mr. Cooke. Yes, sir. 

Mr. Escii. Is it for lack of money that you come to Congress under 
this bill and seek to get more power development under this act, or 
have you funds enough under your Fleet Emergency Corporation 
to increase your power facilities to the extent you require them in the 
Philadelphia field ? 

Mr. Cooke. No ; we feel that we have enough unallocated money to 
do all that is absolutely essential for the shipbuilding program at 
Philadelphia. But if we acted on the same principle and to the 
same extent at all the places where the shipbuilding agency requires 
power, we would not have the money to do it. Philadelphia is one 
of the weakest points in the country, one of the most serious situa- 
tions, and taking our unallocated money and devoting it to what is 
absolutely necessary to be done at Philadelphia we can worry by at 
that point without further funds. 

Mr. EscH. But that is the only point? 

Mr. Cooke. That is the only point. 

Mr. EacH. Congress, of course, could inciease your capitalization 
and give you large additional funds which you could utilize in 
increasing power development; but notwithstanding that remedy, 
that this universal-power bill would be better, considering the other 
plants of the Government. Is that your thought? 

Mr. Cooke. Yes, sir; to give the Emergency Fleet — to add more or 
less indefinitely to the funds that we now have and to authorize us 
to go ahead on the necessary construction for the production of 
power for shipbuilding will not help the situation materially. It 
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will strengthen the shipbuilding, but will leave everything else 
open. 

Mr. Escii. The Hog Island yard has no independent power plant? 

Mr. Cooke. I think not. They may have a small one. 

Lieut. W. W. Stanley. I think it has a very small plant. 

Mr. Cooke. It is used for the constructio.i of the plant, rather 
than as part of the plant for the construction of ships. 

Mr. EscH. And they require 20,000 kilowatts additional there? 

Mr. Cooke. Yes; and by the time they ^et all the ways going the 
power demands for the riveting and general requirements there will 
be very heavy. 

Mr. Escii. So that they would get that additional power from the 
existing Philadelphia Electric Co. ? 

Mr. Cooke. Yes; from facilities that are now in process of being 
constructed — that is, from additions to what is known as the Chest<*r 
plant of the Philadelphia Electric Co. 

Mr. Escii. And this bill will enable the Government to help that 
plant increase its facilities? 

Mr. Cooke. As a matter of fact, Mr. P]sch, they don't need funds 
for the additions that are being made to that particular plant — yes, 
they will require some Government assistance for bringing that 
plant up to where it ought to be, including the reserve. 

Mr. Esch. And your thought would be, therefore, that if the 
Government by this bill increases that Philadelphia electric plant 
for the Hog Island yard, it could also increase it for the other ship- 
yards in that vicinity, and thus through a central plant more effi- 
ciently and economically develop that power. Is that the thought 
you have in mind ? 

Mr. Cooke. Yes. 

Mr. Esch. How is it in the Sound country, in Washington State, 
where they have a very large water-power development? Are they 
calling upon the water-power development for their powder, or is it 
contemplated under this bill to develop steam power on the Sound? 

Mr. Cooke. As I recall it, about GO per cent of the power used in 
shipyards — there is now provided between 50 and 00 per cent — is now 
provided by the municipal plants, and they have recently obtained 
permission from the capital issues committee to issue $5,500,000 of 
bonds for a further hydroelectric development, which will be owned 
and operated by the city. A letter recently received from them said 
that they were not going to put those bonds on the market, I believe, 
until after the libei^ty loan, but they are going right ahead with the 
construction work and the manufacture of the equipment required, 
and ihey hope to be able to take care of our neods in that district 
before the peak, which comes, I believe, some time next summer. 

The private company there has some ])roject under way for in- 
creasing facilities, and I think they are asking for Government 
assistance. That is a Stone and Webster property. 

Lieut. Stanley. They were asking for Government assistance. I 
don't know whether they will now do that, as the municipal plant is 
going ahead. 

Mr. Escii. Is there an increasing use of the electric current in 
connection with the manufacture of war munitions? 

Mr. Cooke. I think there must be, not only in connection with war 
munitions, but generally. The general drift of electric pric^, as yott 
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know, is (low n, and a.< each new low level of price i> reached it seems 
to bring into use facilities of the kind that have heretofore been con- 
sidered prohil)itive on account of the ccst of operation. 

Mr. EscH. AA>1K is it true that products produced by the electric 
furnace are of a finer quality, and hence better adapted to all condi- 
tions than those produced "in. the crdinary open-hearth or Bessemer 
process { 

Mr. Cooke. I ean not say as to that. 

Mr. EscH. I don't know but what Lieut. Stanley might state that. 

Lieut. Stanley. I beg your pardon. Mr. E^ch. 

Mr. Escii. I)f)es the electric furnace produce a better quality of 
stc(^l for war munitions than the ordinary open-hearth or Bessemer 
process ? 

Lieut. SxANLEf. I am not a steel man, sir. I can't answer that 
fully, but I know it is used very considerably for special grades of 
steel. I understand, although I am not absolutely certain, that it is 
necessary for the high grades of steel. 

Mr. EsciT. Well, if that be true, then there would be an increasing 
demand for current for the operation of the electric furnaces fo?- the 
production of war munitions? 

Lieut. Stanley. Yes, sir; it certainlv has increased in the ]>ast 
vear. 

Mr. Escii. And that Avould be a further need for increasing electric 
power under this or some similar measure? 

Mr. Cof)KE. I think the same thing applies to electric riveting: 
that when vou heat a rivet bv electricity vou melt it etiuallv all 
through the mass, so that when you upset it the final result is more 
efficient riveting than is to be had Avhen you heat the rivet in the 
ordinary blast fmiiacc or in the ordinary way. And, as you know, 
we are working on electric welding for shi]) plates, and have every 
reason to believe that that is coming in. \Ve are trying t(^ antici- 
pate — to keep track of our additional needs for electricity for that 
purpose. If that proves to be as successful as we have every reason 
to believe it will be, it will throw a tremendous additionid electric 
loud, especially, of course, (m the fabricated yards. 

Mr. Esrir, That then leads to this conclusicm, that the ])r()gre-;s of 
the yard is such in ^•essel c(msti'Uction and in war munitions that 
there is an increasing demand for electric current and that demand 
will continue to increase as the art devel()])s. That would be n gen- 
eral condition, would it not? 

Mr. CooKE. Absolutely. 

Mr. Escir. And that would be an additi(ma! reason for ineiea^ing 
power develo])ment ^ 

Mr. CooKK. 1 should imagine if we Avere to come in three months 
later with a i)r()gram, we would even in that short time hnve made 
considerable additions to the re(]uirements, for the several reasons 
you have mentioned, as well as others. 

Mr. Escii. Judge Dewalt might throAV some light on the use of the 
electric furnace in the manufacture of war munitions. 

Mr. Dewalt. The ])r()duct obtained by electric curivnt. foi* in- 
stance, in Bessemer steel, is now considered to be essentially necessary, 
particulai'ly in the manufacture of high-grade tools, because the tem- 
per of the tool is better, as they say, as obtained by the electric ])ro(»- 
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ess in the electric furnace than by the Bessemer steel process or the 
open hearth. 

Mr. EscH. And from your knowledge of the Pennsylvania district 
is there an increasing use of the electric furnace? 

Mr. Dewalt. Oh, yes. The Bethlehem Steel Co. is now going to 
demand, I think, 12,500 kilowatts more, aren't they, Mr. Stanley? 

Lieut. Stanley. I don't remember the exact figure, but it is a very 
large increase. 

Mr. Dewalt. Thev are demanding now 12,500 kilowatts more, and 
for that reason the (iovernment has cut off 25 per cent from all these 
other industries up there. 

Lieut. Stanley. I think, however, that that demand is not only for 
electric furnaces, but it is for mechanical power in addition. 

Mr. Dewalt. Yes; that is true. 

Mr. Parker of New Jersey. Mr. Cooke, I omitted one matter that 
I would like to get at. One cent a kilowatt hour means for every 
hour during the year, and if it is used night and day, 365 days in 
the year, there is some 9,000 hours and it would be $00 per kilowatt 
per year, would it not ? 

Mr. Cooke. Yes. That assumes a 100 per cent load factor. Of 
course, you realize that one of the reasons for low rates is that the 
most desirable current is current that is utilized throughout the 24 
hours. 

Mr. Parker of New Jersey. If it w^as used throughout 24 hours it 
would be about $90 a year, I make it. 

Mr. CooKE. Yes, sir. 

Mr. Parker of New Jersey. Now, Avhat I wanted to ask was, you 
said that most furnaces among new plants were 30,000 to 50,000 kilo- 
watts. What does it cost to put up the engine and boiler that would 
furnish 15,000 kilowatts, and the electric machinery? 

Mr. Cooke. I haven't got those figures. I am not an electrical engi- 
neer. In ordinary times $75 to $100 per kilowatt are usual construc- 
tion costs; $150 and $200 are actual costs at the present time. I have 
recently seen estimates as high as $250 per kilowatt. The figures are 
two to three times what they were in peace times. 

Mr. Parker of New Jersey. Is it possible for you to ^et and let 
us know^ these figures? 

Mr. Cooke. Yes; I can do that very easily. 

Mr. Parker of New Jersey. And make a statement showing 
whether it would better pay the Government if thev had a demand 
for 50,000 kilowatts to put in their plant — or at least show what 
w^ould be the cost of the plant and what would be the saving between 
1 cent and li cents, or whatever yon are paying now\ I 
think we would like to know the difference between the purchase 
rate and the manufacture rate, because it might save the Govern- 
ment — they might save enough in a very few years, or even a few 
months, to^ pay for their plant. Of course, they can make it for less 
than a cent or they wouldn't sell it for less than a cent, and you pay 
more, of course. The question is the cost of that plant as compared 
with the cost of current purchased. Nothing has been told us about 
the way this money is going to be expended in plants and how it 
would be needed in plants. 
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Mr. Cooke. Well, I think that the War Industries Board has 
tentative estimates of the cost at every point where financial assist- 
ance has been requested. 

Mr. Parker of New Jersey. I would like to know the tentative 
estimates and the tentative royalties at the two different rates, 1 
cent or 1^ cents. One cent is what it is manufactured for, and you 
say you are paying about a cent and a half. 

mr, Cooke. One thing I could do that perhaps would answer that 
last question is to give you a list of the rates that we are paying in 
the Emergency Fleet. 

Mr. Parker of New Jersey. For large quantities at Hog Island 
or wherever it may be. 

Mr. Cooke. Would that completely answer your question? 

Mr. Parker of New Jersey. Not unless ^ou give me the cost also 
of the plant; what it would cost to supply Hog Island; what the 
plant would cost to supply Hog Island, and the rate you now pay, 
and what the rates — what the cost of manufacture is, which we can 
tell pretty well from the plant. 

Mr. Cooke. I will be very glad to give you a memorandum on 
that. 

Mr. Parker of New Jersey. If you will put that in your testimony 
I will be very much obliged to you. 

Mr. EscH. Just one question, Mr. Cooke. This bill contemplates 
the Government itself may construct a separate, independent plant, 
and it also contemplates that the Government can aid in the increas- 
ing of the power facilities of an existing plant. The Government will 
not use the first power if reasonable concessions can be made with the 
existing plant. 

Mr. CooKt:. I should say that would be good policy. 

Mr. EscH. Would there be some isolated sections where, owing lo 
the absence of existing plants, new construction would be a necessity? 

Mr. Cooke. The country is pretty well covered, Mr. Esch, but I 
would not be surprised if in the course of a year or two some situa- 
tion such as you have in mind would develop. 

Mr. Escir. Could or would the Government use this power granted 
in this bill in a coercive way to secure a beneficial contract or agree- 
ment with existing plants? 

Mr. CooKE. I think when the (jovernnient has this power that the 
private companies, as a rule, will come forward with better propo- 
sitions than they are in position to come forward with now. They 
are pretty apt to follow some general lead or principle. They realize 
that the Government is not now in a position to afford any general 
relief. Should this bill or some comparative measure pass, I think the 
companies will be in a position to be much more generous in provid- 
ing private funds than they are to-day. 

Mr. Esch. Do you think it would be wise to keep in this bill the 
power in the Government to construct independent plants? 

Mr. Cooke. Absolutely. 

Mr. Esch. Whether it used the power or not ? 

Mr. Cooke. Absolutely. 

The Chairman. If you are through, Mr. Cooke, I will say we are 
very much obliged to you. 
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jSIr. Dfavalt. Before you adjourn, Mr. Stanley, would you object 
to having incorporated in your testimony this statement that the en- 
gineers of the Lehigh Navigation and Electric Co., which really con- 
trols this Hauto company of which we have spoken, have estimated : 
That upon the location of suitable sites for power plants in the an- 
tracite coal fields, which would use small size fuel and render un- 
necessary the use of railroad equipment and coal that otherwise 
would be required for transporting fuel to a large amount of small 
isolated plants; that the electrification of the anthracite mines now 
operated by steam would release 8,000,000 tons of coal per annum 
that is now used for power purposes; that it would also release 3,750 
men now used for power i)i'oduction in mines, and that if these men 
were put to mining coal a further annual production of 2,000,000 tons 
of coal would come from it. It is estimated further that this in- 
stallation would bring 70,000 kilowatts in addition, and would release 
8-10,000 tons of coal, which would otherwise be required to operate 
the several isolated i)hints, and the transportation of this coal would 
require the use of 16,850 50-ton, or one train of 50 cars each daily? 

Of course, you don't know the accuracy of these figures, but does 
vour oenoral survev of this i-eaion lead vou to believe that that is 
approxinuitely a fair estimate? 

Lieut. Sta:n'ley. I don't recall the figures. T do know that we 
have a statement from their engineers as to w^hat those engineers do 
estimate, and I would be very glad to check the figures over. 

Mr. Deavalt. T wish vou would make a memorandum of that, 
because that is a very startling statement. 

(AVheroupon. at 12 o'clock, noon, the committee adjourned, to meet 

at the call of the chairman.) 

^ (The following letters are ordered printed as a part of these 

hearings:) 

The Liberty Light & Power Co., 

Richmond, Ind., August 26 1918. 
Hon. T. W. Stms. 

C/ifiinnan House (U}iinnittcc Inlcrstatc and Foreign Commerce, 

Washington, D, C, 

Deaii Siu: Tlio writer lins just read in the Electrical World, August 24 issue, 
a jjeneral outline of bill introduciMl by you. i)rovidinj? (Tovernment control of 
I)ower j)lants, etc. 

INIay I (^xpress to you my entire ai)i)rova] of tbe purpose of this bill, and ask 
that you specially inclu<le in the la-ovisions thereof control over so-called public- 
owned or inunicii)al ])lants, these h\tter beinj: oftinies of considerable size. 

The city of IJichniond. Ind.. has many war industries; city owns the entire 
electric power system: city council, s(»\eral of wlunn talk Oernvan. refuses to 
enlarjre the ])lant to meet needs. 

Kead the inclosiMl special bulletin and include city or nuniicipal plants in 
Ooverinn(*nt control i)lan. so that troubles such as l)ulletin describes can be 
reaclHMl. Tremendous fuel savinjj: can also be made by a i>roper Government 
order to i){)orly desitrned, ineliicient. small electric lij^ht plants, both public 
and privately owned, to shut down such plants where practical and connect 
same in one iarjjje transmission system. Vou ai'e working on the right lines and 
can accomplish wonderful results by y<mr bill becoming law. 

We must reach some point where an order will have proper force behind it- — 
that will connnand obeyance. Tt takes a higher power than an ordinary public- 
service conunission to handle this class of work. 

Every iniblic utility should get behind this bill and push it along. 

Very truly, 

The Liberty Light & Power Co., 
11. S. Ashe, President. 
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[Important — The following report has been accepted and concurred in by the .dii*(^ctors. 

Please read carefully.] 

The Richmond Commekcial Clitb, 

Richmond, Ind.y August 22, 1918. 
Mr. H. A. Dill, 

President Richmond Commercial Club, Richmond Uid. 

~ Dear Sir: The coiiinlittee api^oiiited by you to consider the necessity. of addi- 
tional equipment at the municipal electric light and power plant, after havinj; 
conferred with Mr. J. P. Dillon, superintendent of the plant, and familiarizing 
ourselves with conditions, beg leave to submit the following report : 

The necessity of additional boiler capacity at this plant has been recog- 
nized by the city council, who appropriated $55,000 to cover the cost of two 
new boilers and also provide a dam in river, which will furnish the necessary 
cooling w^ater for the condensers. Bids on the new boilers were recei.ved, 
but it was found that prices excee<le(l the estimate by about $20,000. Council 
has been asked to provide this additional amount, but to date has persistently 
declined. 

The boiler capacity at the plant consists of six, totaling 2,122 horsepower. 
Four of these boilers, total 1.104 horsepower, were installed in 1901 and have 
been in continuous service for 17 years and can be operated only at 350 pounds 
pressure. Two boilers of 1,018 hovsepower were installed in 1913, the operating 
pressure of which is 160 pounds. No doubt when these last two boilers were 
installed, they were large enough to carry the load most of the time, but the 
demands have increased such that at the present, during the peak load, all 
six boilers are in use. In fact, sufficient time to properly clean and turbine 
the tubes can not be taken, which is resulting in the very rapid deterioration 
of the boiler equipment. 

Again, when the last two boilers can be use<l alone at 160 i>ounds pressure 
the turbine is operating at its rated pressure and can give its maximum capac- 
ity, but as the demand increases and the old boilers have to be cut in, the 
steam pressure must be reduced to 150 pounds and the overall efliciency of the 
generating apparatus falls. 

Owing to the antiquated type of stokers used on these boilers and that no 
provision w^as made to remove the ash and clinkers from the furnaces in an 
efficient manner, it is simply impossible to operate these boilers at an over- 
load. Could this be done, the present boiler capacity would be ample to take 
care of any peak load that the plant has had to date. 

Additional boiler (Hiuipment is an absolute necessity. All are agreed to that. 
Some funds have been appropriated, but not sufficient to complete the instal- 
lation. Council has been requested by the board of public w^orks and by the 
superintendent of the plant to provide the funds. If these additional funds 
are not provided by September 3, so that contract can be awarded, there will 
be no possible chance of having new boilers this winter. Under present oper- 
ating conditions a failure of one or more boilers might occur at any moment, 
and this will result in many factories being shut down, men thrown out of 
employment, and stores and homes thrown into darkness. Should such occur, 
full responsibility must be borne by those who persistently obstruct the appro- 
priation of sufficient money to place the plant in first-class condition. 

This committee therefore suggests that a special session of the council be 
called at the earliest possible moment, and that each member of the Commer- 
cial Club be notified by letter, re(iuesting their i)resence and support when this 
matter comes up for consideration. 

Jlespectfully submitted. 

Chas. AV. Jordan {Chairman), 

AV ALTER Keid, 

Dr. F. S. Anderson, 
Edward H. Cureton, 

Com^m^ittee, 



Navy Department, 
Washington, August 31, /f)lS. 
^Iy Dear ^Ii{. Con(;ressman : I have b(»en in conference with ^Ir. I^. ^l. 
Karuch, chairman of the War Industries Board, Secretary of AN'ar, and others 

S0889— 18 7 
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with regard to the power bill now before Congress. The question of securing 
ample power for the ever-iiicreasing contracts for the Navy as well as for the 
Shipping Board and other war industries is one that gives us much concern. 
It is essential that ample power be supplied, and there is no adequate pro- 
vision in any of the appropriations of the Navy for financing agencies to secure 
the additional power facilities. The legislation proposed In your bill would 
confer this authority and give the appropriation necessary, and I trust it will 
come along at an early date. 
Sincerely, yours, 

JosEPHUS Daniels. 
Hon. Thetus W. Sims, 

House of Representatives J Washington^ D. C, 
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EMERGENCY POWER BILL, 



Committee on Interstate and Foreign Commerce, 

House of Representatives, 
Thursday^ September 12^ 1918. 

The committee met at 10.30 o'clock a. m., Hon. Thetus W. Sims 
(chairman), presiding. 

The Chairman. The committee will come to order. 

Now, gentlemen, you will remember Mr. Gans was wanted for the 
purpose of presenting his views on certain words and phrases in the 
bill. I don't remember just who wanted him, but I do remember ' 
that Judge Dewalt was one. I suppose Mr. Gans will not want to 
make a general statement touching the bill, Mr. Esch ? 

STATEMENT OF HOWAED B. GANS, COUNSEL FOE THE TEEASUEY 

DEPAETMENT. 

Mr. Esch. Do you desire to make a general statement, Mr. Gans? 

Mr. Gans. I don't think that will be useful, sir, because there are 
specific' points that I fancy you gentlemen want to have my views 
on, and the point of view from which I incorporated them in the 
bill, and a general discussion I think would hardly be useful. I 
might say this, however : I drew this bill after consultation with the 
people in the power section of the War Industries Board, who told 
me, generally speaking, as they have told you more specifically, what 
the exigencies were and how immediate and urgent the demand was 
for increased power ; and in carrying out that idea I felt that there 
was only one theory that one could adopt, and that was to treat it 
us an emergency matter and practically as a military necessity, and 
therefore to endeavor, with such safeguards as would not interfere 
with prompt and eflScient action, to vest the President with all possi- 
ble power to control the situation. I say that generally, because that 
may cover some questions in the minds of many of you gentlemen 
as to why powers were attempted to be conferred in such broad 
terms. 

Mr. Esch. We might go over the bill, Mr. Chairman, by sections. 

The Chairman. Anyone who wishes to ask any questions may do 
so. I didn't understand that Mr. Gans was desired to be heard on 
questions of policy, but more as to why he drafted the bill in the 
words and phrases used. 

Mr. Parker of New Jersey. I will ask a question that I think is 
introductory. 

Mr. Gans, I notice on page 4, lines 4, 5, and 6, is the general power 
to construct at any place within the boundaries of the United States, 
which includes waters of the United States and therefore all water- 
power companies, "such power plant or power plants as he may 
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deem necessary." And in section 8, page 12, lines 16 to 21, it pro- 
vides that he may retain and operate for such time as he may deem 
necessary or advisable for the purpose of selling or otherwise dis- 
posing thereof." Now, did you intend that — ^that question, I see, 
was put by some of the committee — that the President should have 
general power to build as many power plants as he deemed necessary, 
whether water power or steam power, and hold them as long after 
the war as he thought advisable, and operate them ? 

Mr. Gans. My theory was that he ought to have the authority to 
build as many plants as in his opinion the exigencies of the war situ- 
ation demanded, and that he ought to be permitted to operate them 
until such time as he could make an advantageous transier of them, 
so that in the sale or transfer of them the United States should be 
protected from absorbing an undue amount of loss. My theory was 
that if you tried to limit that period specifically — and tne limitation 
of it was considered in the drafting of the bill — that in many places 
you might come across this situation : That there was only one finan- 
cial interest or one group of financial interests who would be prepared 
to take over a power plant that had been built by the Government, 
and that so soon as you fixed a limitation to the time during which 
the Government could operate, they would practically be in the situa- 
tion where they could get that plant at their own price or force the 
Government to scrap it, and I thought that the United States ought 
not to be put in that situation, and that it would be much better to 
vest the President with broad discretionary power, after you had de- 
fined the purposes for which he should exercise that power by saying 
"for such time as he may deem necessary or advisable for the purpose 
of selling or otherwise disposing thereof," so that he might continue 
to operate it until he could secure a fair price for it. 

Mr. Parker of New Jersey. Does that general power on page 4, 
lines 4 to 6 — '' to construct at any place or places within the bound- 
aries of the UnitecJ States such power plant or power plants as he may 
deem necessary "-—does that or not include all the plants provided for 
in the water-power bill ? 

Mr. Gans. I am not as familiar with the water-power bill in its 
scope as I ought to be to answer that question. 

Mr. Parker of New Jersey. Well, does it cover Niagara ? 

Mr. Gans. It would permit the President to build a power plant to 
be operated by hydraulic power* anywhere within the United States. 
But my thought was that the water-power bill contemplated pri- 
marily the erection and maintenance of power plants as commercial 
ventures such as would be possible in normal timciS when construction 
costs were normal and was bound to be ineffective for the purpose of 
increasing our power facilities during this period of strictly abnormal 
costs. 

Mr. Parker of New Jersey. Well, the first part of your answer I 
think covers what I asked — that that language would give him the 
power to build anywhere. 

Mr. Decker. What language do you refer to, section 8 ? 

Mr. Parker of New Jersey. No ; section 2, page 4, lines 4 and 6. 

You say it would give him power to build hydraulic plants any- 
where? 

Mr. Gans. That is my conception of it, sir, and it was drawn with 
that purpose. 
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Mr. Montague. Build them anywhere for what- purpose? 

Mr. Gans. For the emergency purposes with which this bill deals 
as a whole. 

Mr. Montague. For commercial purposes or military purposes? 

Mr. Gans. For military purposes, defining that term as it must 
be defined in the present exigency broadly enough to include the pro- 
vision of power for purposes subsidiary to what might be called the 
limited military purposes. 

Mr. Montague. You mean to say, then, that the object would be 
military, but that there might be necessarily an incidental output 
devoted to commercial uses? 

Mr. Gans. Precisely so, sir. 

Mr. Parker of New Jersey. Well, you would have to supply the 
whole commercial uses of the locality if you had the big plant there. 

Mr. Gans. Providing there Were no other plants to provide for the 
nonmilitary purposes and the purposes that were not incidental to 
military purposes. 

Mr. Montague. The object of my question is this: I understood 
you to say that the idea in your mind when this bill was drawn was 
that it was for military purposes, military exigency ? 

Mr. Gans. Yes, sir. 

Mr. Montague. I wish to know whether the powers given or limi- 
tations imposed confine it to military output or commercial output. 

Mr. Gans. I think that the language of the bill leaves a wide dis- 
cretion in the President to determine what is military and what is 
not, and I think that under the language of the bill he might pos- 
sibly erect a plant for the purpose of supplying a necessity that might 
not ordinarily be conceived as a military one. 

Mr. Montague. Then, how would you justify that imder the pur- 
poses of the bill? 

Mr. Gans. I was told that the exigencies of this situation were 
such — and my information in my relations with other departments 
of the Government substantiated that — ^that the need of war produc- 
tion is such, and the lack of power facilities for that production are 
such, that it is almost impossible to conceive that any power adminis- 
trator under the President — -and much less the President himself — 
would divert any of the funds supplied or any of the labor or mate- 
rial that would be necessary for the construction of power plants, 
to any purpose other than that which directly or indirectly appealed 
to him as being a military necessity. 

Mr. Montague. In other words, that under the present exigencies 
all economic and industrial production is, ipso facto, military pro- 
duction. 

Mr. Gans. Well> I wouldn't go as far as that, sir, because let us 
say, for instance, pianos. One would say definitely that pianos, the 
making of pianos and the diversion of labor and material and power 
to the making of pianos, was not a military necessity. 

Mr. Montague. But the military man might reply that music is a 
military necessity ; that pianos are an incident of music and that they 
are needed to instill fervor and enthusiasm in aid of the war. 

Mr. Gans. They might say that about trumpets and drums, but I 
don't believe that would apply to pianos. 

Mr. Montague. Pianos might not be very portable, but they might 
bo used in a stabilized army. They are used now in the " huts." 
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Mr. Parker of New Jersey. Yoii consider all necessaries as mili- 
tary? 

Mr. Montague. I just want to get your viewpoint. 

Mr. Gans. I should say that in this present situation everything 
that is necessary to support the Army is a military necessity. 

Mr. Parker of New Jersey. Or the people. 

Mr. Gans. Or the people. And I think that the President or some 
authority ought to be in the situation to enable the country to provide 
for those necessities whether for the Army and Navy or for the 
civilian population, so that we may survive during this war. 

Mr. Parker of New Jersey. Then you would include public service 
in support of the cities, cars, transportation, water, and all that? 

Mr. Gans. I would say that where the transportation was necessary 
for these purposes that we have been discussing* the Federal Govern- 
ment ought to have vested in somebody who does not need to debate 
and come for authority each time that something is needed, the au- 
thority to provide for the necessities. 

Mr. Snook. Under this bill as you have drawn it here, as I under- 
stand it, you don't expect the President to administer it personally ? 
It will be administered through some oflScials? 

Mr. Gans. I should imagine so ; yes. 

Mr. Snook. Then it amounts to this, does it not, as drawn aiid the 
powers conferred here : The question ojf whether a plant shall be built 
or a plant taken over by the Government will be in the discretion of 
the person administering the law in the last analysis? 

Mr. Gans. I should think and anticipate that administratively 
that would be so. with this qualiJBcation: That the matter is of such 
ereat importance that I would conceive that the President would 
Seep in fairly close touch with it. I may be mistaken, but I regard 
it as quite as important as the manufacture of munitions or the draft- 
ing of an army, because you can not manufacture munitions without 
power, and there is no use of drafting an army if you have not the 
munitions. 

Mr. Montague. Why wait for over a year, then, to bring forward 
this very exigent measure ? 

Mr. Gans. It is rather difficult for me to answer that, sir. 

Mr. Montague. We will have to answer that question on the floor 
of the House. That is the only reason I am putting it now. 

The (^itairman. I suppose you recognize, Governor, that Mr. Gans 
was only called upon to draft the bill according to instructions* and 
had nothing in the world to do with whether it was needed or not 
needed. 

Mr. Gans. I think it would be better to ask that question of the 
Secretary of War, the Secretary of the Navy, aijd Mr. Baruch. 

Mr. EscH. I would like to ask some questions on the draft of the 
bill. 

On page 1, subsection A, you define what you mean by "power 
plant." In subsection B, on page 2, you define what you mean by 
"private power plant," as including those operated by any person, 
association, or body politic. Now, what do you mean by those two 
definitions, and what power plants would be left in A that are not 
embraced in B? Having in mind the meaning of "body politic." 

Mr. Gans. It is body politic " other than the United States," and 
I think probably that the only distinction between the two is that 
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' * private plant " would cover everything other than a plant operated 
by the United States. 

Mr. EscH. I didn't get the last part of your answer. 

Mr. Gans. a private plant would be any power plant other than 
one that was constructed or operated by the United States itself. 

Mr. EscH. So, then, the only object of putting in A is to cover the 
Government plant ? Is that it ? 

Mr. Gans. It was done rather for what you might conceive as 
symmetry of statement. 

Mr. EscH. Well, of course, if the Government already owns the 
plant, its right of operation would not be necessary to be defined in 
this bill, would it ? 

Mr. Gans. I think not, sir. The two definitions might be combined 
if it were thought desirable, and replaced by a definition that " the 
term private power plant " means a power plant. Then use the 
definition in A, " owned, operated," etc., " by any person, association, 
corporation, or body politic, other than the United States, for the 
purpose," etc. 

Dr. Maltby, you had a suggestion. Have I covered what you had 
in mind ? 

Dr. MiLo E. Maltby. If you will refer to those lines 9 and 10 
being restricted. 

Mr. Gans. Of course, there is the provision in lines 9 and 10 of 
generating, etc., developing power " either for sale or for the use of 
the o\vner or operator thereof or of some other person," but it could 
be so defined if you thought there was any advantage, and the words 
" private power plant " used throughout the bill. • 

Mr. Snook. Does that term, then, give the Government power to 
take over municipally-owned plants? 

Mr. Gans. It is intended specifically to do that, and perhaps I 
may explain why. One of the problems that was put to me when I 
started the drafting of the bill were situations in some municipalities 
where, as I was told, the municipalities would be quite ready to have 
that power vested in the Federal Government so that their plants 
and private power plants, either in existence or those that might be 
built, should be brought together and operated as practically a single 
unit, either through the leasing of power or the interchange of 
power or the hooking up of two plants by transmission lines. 

Mr. Snook. Does that go far enough to alloV the operation of 
electric street railways? I see where some corporations are asking 
the Government to help in that particular. 

Mr. Gans. It would go far enough to take over the power plants 
that supply the street railways, but it would not go far enough to 
permit the Government to operate the street railways under any 
provision in the bill that I intended to have there or that I know is 
there. 

Mr. Snook. You don't intend that anyway? 

Mr. Gans. No, sir. 

Mr. Montague. May I ask this question — ^I don't know whether it 
is in your line or not — it isn't contemplated to take over all the 
power plants in America, is it ? 

Mr. Gans. I should think not, sir. 
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Mr. Montague. What will become of those not taken over, if you 
throw them into competition with those that are taken over by the 
Government ? 

Mr. Gans. I think probably in localities that where power plants 
now operating are sufficient the Government won't enter the field 
at all. 

Mr. Montague. Won't they all be inefficient to an extent to justify 
them, in their own opinions, in asking the Government to aid them 
by loans? 

M. Gans. Well, I think not ; and I think that if they do, they will 
probably find that their applications will be turned down. 

Mr. Montague. Suppose they come to Congress and ask that they 
be not turned down ? 

Mr. Gans. The last thing that I should imdertake to do, sir, would 
be to determine in advance how Congress would look upon an appli- 
cation, especially without knowing something about the merits of 
the special application. 

Mr. Montague. Have you followed the somewhat analogous ques- 
tion of railway ownership — ^the short-line railways of this country? 

Mr. Gans. t have followed it generally in the newspapers, and I 
know that the Director General has had his troubles, and that Con- 
gress has been much plagued. 

Mr. Montague. And a good many short-line railways have come to 
the Treasury, too, haven't they? 

Mr. Gans. I don't know that. 

Mr. Stephens. If we had our way about it we would have had 
them all in. It was the biggest mistake we ever made. 

Mr. EscH. Under subsection D, page 2, you say : 

The word * operator ' means the owner, lessee, or other person in general 
control or operation of any plant, factory, or enterprise. 

Why didn't you insert the word " power " before the word " plant " ? 

Mr. Gans. Well, there were two thoughts — there was one special 
thought at that time — ^I am inclined to think that it hadn't any par- 
ticular validity — and that was that it might in the course of the 
drafting of the bill be applied to the subsidiaries of power plants 
for which we provided ; that is, plants for the creation of gas, toluol, 
explosives, and other things that are manuafctured in connection 
with the creation orf power; and therefore when I drew the defini- 
tion, anticipating that possibly in the course of the bill it might be 
required to be sufficiently broad to cover that, I defined the word 
" operator " that way. I think on examination of the bill it will be 
found that every time the word " operator " is used it is in connec- 
tion with the operator of a power plant; so that it really makes very 
little difference whether the word " power " is put before the word 
*' plant" here or left to the various sections in which the word 
" operator " is used. The only reason that I can see for leaving it in 
its present form is that, if in the course of the progress of the bill 
through Congress some change shall be made, you will have the 
word " operator " defined so as to reach the operator of any plant 
that you want to deal with in the various provisions contained in 
separate sections of the bill. 
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Mr. EscH. During Mi\ Meyer's testimony Jiid^ Dewalt, of the 
committee, called his attention to the use of the word "easement," 
in line 20, under subsection E, in the definition of the term " prop- 
erty." What was your thought in including that word " easement ^? 

Mr. Gaxs. My idea was that we should be in a position to take 
over franchises or any other incorporeal rights in real or personal 
property, and I used the word '" easement " as a broad general term 
that would cover some classes of rights that might not be covered by 
any other term that occurred to me. 

Mr. EscH. In line 6, page 3, you use the expression, "the whole 
or any part of," and then following that a semicolon. It is rather 
odd grammatically. I won't say that it is ungrammatical, but would 
the use of the word "thereof" in place of "part of" meet your 
purpose ? 

Mr. Gaxs. That is on page 3, in the definition of " to acquire " ? 

Mr. EscH. Page 3, line 6. You use the language : 

The term " to acquire " means to purchase, requisition, condemn, or take over 
the title to, or to lease, requisition, ooiulenm, or take over the rijiht tc use, 
occupy, or operate the whole or any part of ; and. 

Mr. Gans. I think the semicolon should be stricken out. I thipk 
it was inserted as the result of a typographical or printer's error. 

Mr. Snook. What word is that that should be stricken out? 

Mr. Gans. Just the semicolon. It would read just as it does at 
present, " unless it should be limited by the context, includes all such 
acts." All I was trying to do there was to provide that when, in 
any part of the bill a power to " acquire " was given, it should mean 
that the acquisition could be made by any of the means provided 
in G, unless the context made it apparent that it must rationally bo 
confined to the use of one of those methods. 

Mr. EscH. I thought you might use the word " thereof " in i)lace 
of "of" — ^"operate the whole or any part thereof, and unless it 
shall," and so on. 

Mr. Gans. That might be an improvement. 

The Chairman. I was going to say it certainly would not be ob- 
jectionable to use the word "thereof^' and then strike out the semi- 
colon also. 

Mr. EscH. I notice in subsection H you give as the definition of 
the term " within the boundaries of the United States " 

Mr. Gans (interposing). Mav I go back before I try to answer 
that? 

I wonder whether, on reflection, you will think that "thereof" 
ought to take the place of " of," because there is nothing to which 
the " there " would refer. 

Mr. Snooks. What does the " of '^ refer to? 

Mr. Gans. To anything that might be acquired. 

Mr. Snook. There is no word in the paragraph that it refers to, is 
there ? 

Mr. Gans. No. 

Mr. Snook. It is very confusing, I think. 

Mr. Gans. Well, there isn't any word that " the whole " refers to, 
eiither. There isn't any word that any part of it refers to. It is like 
a definition — a dictionary definition — an arbitrary one for our pur- 
poses to be sure, but assume that it 
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Mr. Parker of New Jersey (interposing). Couldn't you leave out 
" the whole or any part of " all right ? Just say, " the right to use, 
occupy, or acquire, take over or operate." 

Mr. Gans. 1 think it is desirable to have the power to differentiate 
between portions of what you take over. 

Mr. Decker. I rather agree with you, but go on a little farther 
on that. It occurs to me that make " of " ought to be out of there — 
"the right to take over the whole or any pait" — what the "of" 
refers to. Then up above you take over the title to. Shouldn't the 
" to " be left out? So far as " acquire " is concerned it means taking 
over the title. 

Mr. Gans. I think that suggestion might improve the language. 

Mr. Decker. I wouldn't say it was very important. 

Mr. EscH. Xow, I see vou embrace within the definition "within 
the boundaries of the United States" practically all territory over 
which the United States has jurisdiction. 

Mr. Gans. My thought was, in consonance with what I said before, 
that this was a military necessity and that we couldn't foresee where 
it might be necessary to exercise the authority that in the course of 
this war it might be desirable to produce munitions, let us say, in the 
Philippine Islands, or it might be necessary to supply munitions or a 
munition -plant or other plant in Porto Rico. I didn't want to limit 
the President so that he couldn't do that under the powers of this bill 
if it proved to be necessary. I don't regard it as very important, but 
I was trying to give the President comprehensive powers, and I 
thought that this was one he ought to have. 

The Chairman. If we get tangled up in a war wath Siberia I don't 
know but what w^e might want to have some munition plants in the 
Philippines. 

Mr. EscH. We are developing large power on the Isthmus of 
Panama, you know. 

The Chairman. Yes; that is true. 

Mr. EscH. I notice in line 14 you use the words " its allies" — ^" war 
between the United States and the Imperial German Government and 
its allies." We have only declared war against Austria-Hungary. 

Mr. Gans. In this instance also I was trying to cover the possibili- 
ties we may be at war with Bulgaria and Turkey before long, and the 
thought was that the powers ought to be continued as long as we were 
in the present war. 

The Chairman. As long as the Government of the United States 
is in war. 

Mr. Gans. Yes. 

Mr. Parker of New^ Jersey. I suggest " between the United States 
and the Imperial German Government or any other European nation.'^ 

Mr. EscH. I think that can be modified to meet conditions. What 
is the necessity of putting in the bill the last paragraph on page 3? 

Mr. Gans. I thought this about that : There are certain penal pro- 
visions in the bill, and I thought it might be well to make it explicit 
that when any corporation was required to do something in this war 
emergency that there should be no possibility of passing the buck 
from one officer or agent of the corporation to another, and that the 
bill should make it explicitly clear that when the order went forth it 
was to be carried out by anybody who had the power to do it. It 
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might result as a matter of law without this provision, but I thought 
it could do no harm and might do some good. 

Mr. EscH. I have no more questions on section 1, Mr. Chairman. 

The Chairman. Well, I don't think we will limit the members to 
any part of the bill. I understood we wanted Mr. Gans to explain 
the draft of the bill as he drafted it, and I suppose in a general way 
he is really confined to that feature. If any members of the com- 
mittee wish to ask questions about any part of the bill, they are at 
perfect liberty to do so. 

Mr. EsGH. Then I will take up section 2. You use, in section 2, 
Mr. Gans, the word " authorized. 

Mr. Gans. I noticed that suggestion that you made to Mr. Meyer, 
that it be " appropriated," and Judge Sims suggested some parlia- 
mentary reasons why it would be preferable. 

The Chair:man. Way back there, when we began to consider this 
bill, there was a thought that they might ask for it to be added to 
some appropriation bill or that the appropriation would have to be 
made through an authorization, and in redrafting the bill afterwards 
I think I was as much or more at fault than anyone else for not strik- 
ing out the word " authorized " and putting in the proper language, 
" appropriated." So I think that change ought to be made, t will 
move, myself, when we get into executive session, to change it to 
'* appropriated " wherever it oc^rs in that sense. 

Mr. EscH. Xow, Mr. Gans, in paragraph 2, page 4, the President is 
authorized to install these plants, structures, machinery, and appli- 
ances " either through agents or contractors employed by him." My 
impression is that we have adopted a section in some bill cutting out 
the cost-plus plan of construction, have we not, Mr. Chairman? 

The Chairman. That I don't know. 

Mr. EscH. The question in my mind is whether it would be wise 
for us to put a limitation here that the cost-plus plan of construction 
should not obtain. 

Mr. Parker of New Jersey. They have varied the cost-plus plan 
so that it has been helped a great deal. They have made it so that 
there is more plus on the small contracts than on the large ones, or 
something of that sort, so as to reward a man for doing it cheaper. 

The Chairman. To be frank with you, in talking to gentlemen 
about the bill before it was ever introduced I never considered that 
feature at all. I was only considering what they had to have and all 
they had to have and no more. 

Mr. Gans. My general thought about that, sir, is this : That it is an 
administrative problem. From what I learn of the experience of the 
Government I am inclined to think that the cost-plus plan is not 
likely to be adopted under any circumstances where any other plan 
can be adopted. And, generally speaking, I think we get better re- 
sults "by not trying to limit the administration in matters of detail 
such as that. That is a question of policy that you gentlemen will 
determine. 

The Chairman. It is something upon which I have no opinion 
formed at all. 

Mr. Parker of New Jersey. I think they pay them on what you 
might call a cost-minus plan, by which the contractor gets a bonus for 
saving money for the Government on the contract. 
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Mr. EscH. He gets a bonus where he constructs the plant for less 
than cost, on a progressive scale. I think that is the last plan they 
have adopted. 

Mr. Parker of New Jersey. That is the cost-minus plan. 

Mr. EscH. Yes. Now, take the words in line 17, " owner or op- 
erator," Mr. Gans, page 4. You have dejfined " operator," on page 2, 
as meaning the " owner, lessee, or other person." Why not use simply 
the word operator " ? 

Mr. Gans. I think that would be an improvement. 

Mr. EscH. You have already defined it. 

Mr. Gans. Yes ; I think that would be an improvement. 

The Chairman. You will make a note of that, Mr. Esch ? 

Mr. EscH. Yes. I think that occurs in one or two other places 
further down. Of course in this section you give the President prac- 
tically power to make the terms of the contract. 

Mr. Gans. Yes, sir. 

Mr. Esch. Has the contractee any recourse in case he feels that the 
terms imposed by the President are unreasonable? 

Mr. Gans. Only the general power that is provided and protected 
by the Constitution — ^that is, that property may not be taken without 
due process of law, and the provision in this bill for appeal to the 
Court of Claims. 

Mr. Esch. You mean the 75 per cent provision? 

Mr. Gans. Yes, sir. The President can't take any property without 
paying for it. 

Mr. Esch. No; I understand that. Where the Government puts 
in money to enlarge a plant, to put in machinery, to put in appli- 
ances it is to be free, you say, from " liens, mortgages, judgments, or 
other encumbrances whether created by act of the owner or operator 
of such plant or by operation of law." Would the appliances, ma- 
chinery, and so on, installed b.y the Government be exempt from local 
or State taxation ; and if so, how would you segregate that amount 
from the plant itself which would be subject to both local and State 
taxes ? 

Mr. {7A>sS. I ^^bould say that the appliances that were installed by 
the Government under the language of this act would be free from 
liens resulting from taxation, and the thought was that anything 
that the Government installed under this provision^-the security oi 
the Government upon anything that it installed under this provision 
ought to be kept unimpaired so long as it continued to be Government 
property. 

Mr. Kscii. Tax free? 

Mr. (ta^'s. Tax free. 

Mr. Esch. You don't anticipate any difficulty in administering 
that feature of it? 

Mr. Ga>s. Possibly I haven't been imaginative enough on that 
point, but I should imagine that there wouldn't be any serious diffi- 
culty in administering it. The corporation could be taxed upon all 
the personal pre porty that it owned and taxed on its franchise; 
taxed on its earnings — where there are taxes of that sort — ^by the 
States. The only thing that would be exempt from the lien of taxa- 
tion would be the property owned by the Government. 
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Mr. EscH. In subsection 4, page 6, you say, " To acquire any pri- 
vate power plant within the boundaries of the United States." No 
method of acquisition is prescribed in the bill, is there? 

Mr. Gans. That is provided for hj subdivision G, on page 3: That 
"acquire" means to purchase, requisition, condemn, take over the 
title, " or to lease, requisition, condemn, or take over the right- to use, 
occupy, or operate the whole or any part of.". 

Mr. EscH. That is, under your definition of " to acquire." 

Mr. Gans. Yes, sir. 

Mr. EscH. In subsection 6. 

Mr. Gans. I might say, before we pass that, that Dr. Maltby has 
suggested an amendment to that which I think ought to be inserted ; 
that that power might very well be limited with respect to municipal 
plants or limited in some measure with respect to municipal plants. 

Mr. EscH. Have you an amendment to oner ? 

Mr. Gans. I will consult with Dr. Maltby about it. 

The Chairman. We will consider it when we come to the amend- 
ment section. I was going to say this, Mr. Esch : On any of these 
amendments here touching this bill, like the one that Or. Maltby just 
referred to, we could consider those amendments in executive session 
right when it is fresh. I have an amendment prepared to present 
teethe committee for its action. 

Tdr. Snook. On this municipal question? 

The Chairman. Yes. 

Mr. Esch. Of course under this bill and under subsection 6, and 
possibly 7, page 7, it would be possible to conceive that the Govern- 
ment may have an interest in a plant developing power for purposes 
similar to a private plant, or even a municipal plant, thus bringing 
them in some degree into competition. 

Mr. Gans. It is possible to conceive, sir; but if I am correctly 
informed as to the situation, the probabilities are that in any place 
where the Government would erect its own plant the necessities 
would be such that that plant would be merely for the purpose of 
adding power to that which was already in existence and of mobiliz- 
ing the power already existent, plus the power thus to be created, so 
that it could be better distributed among the industries of the coun- 
try. Also I am quite confident from what I am told that in any 
place where there are existing plants the Government would be more 
likely to increase the facilities of the existing plant than to erect its 
own, providing the existing plants were of any size ; and if the Gov- 
ernment did find it necessary to supplement an existing j)lant by 
building a new plant, the two would be brought together either by 
erecting transmission lines that would hook up the power of the two 
plants so that they could be utilized as one or by some other means. 

Mr. Esch. You don't think there will be any difficulty, then, from 
an adrfliinistrative standpoint? 

Mr. Gans. Well, everything is difficult to administer, but I think 
there are no insuperable difficulties here. 

Mr. Esch. Well, is it workable? 

Mr. Gans. I think it is workable; yes. 

Mr. Esch. Of course these municipal plants, or even private plants 
used for public purposes have their rates regulated by State bodies 
as a rule. Is it your opinion that where the Government takes over 
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a plant its rates supplant any rates that are fixed by the regulatory 
body of that State s 

Mr. Gans. I think under the provisions of this bill that would 
be so. 

Mr, EscH. Would that lead to any clash of Federal and State 
authority that might make the operation of this law not impossible 
but probably more difficult? 

Mr. Gans. I consulted with one of tihe public-service commission- 
ers of New York City with respect to that feature, and his opinion 
was that the public-service commissions throughout the country 
would be ready to cooperate and to acquiesce in anything that the 
Government thought necessary for the effective conduct of the war. 
Mr. EscH. Now, under this bill the President has the right to fix 
the rates and charges and so on and may designate such persons to 
do that as he sees fit. That might, in a way, mean one-man power. 
Would it be your idea that that could be better carried out if the rate 
making were left in the hands of an existing rate-making body like 
the Interstate Commerce Commission? 

Mr. Gans. I though not, sir, for this \reason : That the making of 
rates would probably, in so far as the power was exercised, be an 
individual matter, to be determined with respect to the intimate 
situation in a particular community. The thmg that impelled us 
to consider that problem was a situation that was presented where, 
as it was described to me, there was a small power company 
whose power Avas urgently needed for the public use, and whei'e that 
power company would not deliver its power to another corporation 
which was already serving industrial plants in war work unless a 
very exorbitant rate was paid, and the industries — the departments 
concerned with the industries — were having a great deal of trouble 
in getting adequate production on that account. And it seems to me 
that it would be very much better to leave that to this one man, who 
is responsible to the President, and to have him fix rates practically 
on the same principle as he makes contracts. 

Mr. EscH. Of course, many of these rates would come out of inter- 
state traffic. If your power plants are to be located at the mine 
mouth, they will very likely transmit power across State boundaries, 
and thus it will become interstate traffic. In our water-power bill 
we provided that the commission should have charge of rates inter- 
state and left to the States the regulation of rates where the power 
was developed and was not transmitted outside the State. Would the 
fact of that bill becoming law come in conflict with the terms of this 
bill, should it become law, in the matter of regulation of such rates, 
the commission under the water-power bill being also a Federal 
agency? 

Mr. Gans. Why, there would certainly be a certain superficial con- 
flict there. I should say that it would be resolved by the fact that 
this bill will probably pass later than the water-power bill, and by 
the fact that this is an emergency measure, and that the natural 
construction under those circumstances would be that anything that 
was operated under the terms of this emergency measure would be 
operated under conditions that superseded that provision of the 
water-power bill. 

The Chairman. For the time being. 



EMEKOENCY POWER BILL. Ill 

Mr. Gans. During the emergency. And I may say — if I may 
elaborate my answer to your question — that if this were a bill to pro- 
vide for something that was to continue, instead of a temporary 
measure for an emergency, a great many of the provisions that have 
been incorporated in it would seem to me to be unnecessary, and that 
if I were drawing a bill parallel to your water-power bill I should 
prefer to have a rate-fixing power which was intended to fix rates 
over a permanent period deliberately vested in a quasi judicial 
agency, such as the Interstate Gohimerce Commission. But I don't 
think you get war-emergency action that way. That is why this pro- 
vision was inserted. 

Mr. EscH. On page 9, line 8, you use the expression " that no pub- 
lic right acquired by him " — ^the President — " shall be alienated for 
any term in excess of five j^ears." Just what did you have in mind 
when you used that expression " public right " ? 

Mr. Gans. Franchises in the broadest sense. 

Mr. EscH. Franchises? 

Mr. Gans. And the right to use the city streets and public high- 
ways. In other words, I was trying to safeguard the possibility that 
franchises acquired by the Government could, through lack of fore- 
sight or vigilance, be transferred to a private corporation for an 
unlimited period, so that we would have some more permanent fran- 
chises to deal with. 

Mr. EscH. On line 7, page 10, subsection 14, there seems to.be a 
rather unusual provision in legislation. It reads : 

To amend or modify any contract made by him pursuant to the provisions 
of this act so as to include therein any terms or conditions which it would 
have been lawful to include in such contract at the time of the making thereof. 

Mr. Gans. I had some doubt about that provision when I drew it, 
but I was drawing the bill in consultation with a number of people, 
and there were some among them who had the idea that the power 
to make a contract, unless there was a power to amend or modify, 
might be too rigid, and that the President or the agent through 
whom he operated would be bound by the terms of the contract and 
could not agree to the ordinary amendments and modifications that 
thedevelopment of the situation might require, and therefore, in 
deference to that opinion, this provision was inserted. My own 
opinion is that it doesn't provide for anything that wouldn't be ac- 
complished without it. 

The Chairman. In other words, it wouldn't materially injure the 
purpose of the bill if it were stricken out? 

Mr. Gans. Not at all, sir, in my opinion. 

Mr. EscH. On page 13, line 18, "^ under the terms of this act prior 
to the date thereof" — does "thereof" refer to this act? 

Mr. Gans. It refers to the termination of the authority. 

Mr. EscH. Now there is is a little confusion there. 

Mr. Gans. It was intended to refer to that. Probably it isn't as 
clear as it might be. 

Mr. EscH. Y ou see " act " is the last substantive word. 

Mr. Gan8. Well, the idea that was intended to be conveyed was 
that "the termination of such authority shall not affect any con- 
tract executed, act done, or any suit or proceeding had or commenced 
under the terms of this act prior to the date of such termination." 
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Mr. EscH. Grammatically, though,, " thereof " relates to " act." 
That isn't what you mean ? 

Mr. Gans. No. 

The Chairman. Prior to termination? 

Mr. EscH. On page 14, the middle of the page, where we provide 
that power for the President to create corporations to carry out 
the provisions Qi it, would the $200,000,000 you ask for in this bill 
embrace the money that would be needed for the corporations, or 
wouldn't it? 

Mr. Gans. That is subscriptions for the stock of the corporations? 

Mr. EscH. Yes; just as the Emergency Fleet Corporation. 

Mr. Gans. It was intended to. 

Mr. EscH. Does it cover the stock that would be required for these 
corporations to carry out the provisions of this act, and would it 
be included in the $200,000,000 ? 

Mr. Gans. That was intended ; yes, sir. 

Mr. Parker of New Jersey. You say this gives the power to cre- 
ate corporations? 

Mr. EscH. No; that is in another section. 

Mr. Gans. Page 8, section 11, line 16. Possibly that provision that 
you last referred to on page 14 might be renderea more specific. 

Mr. EscH. I think it ought to be. There is a little confusion, a 
little doubt in my mind as to whether you intended to cover that in 
your $200,000,000. 

Mr. Parker of New Jersey. "All expenditures contemplated by 
this act the President is hereby empowered," would be a great deal 
better, because you have limited it to " 2 and 3 of section 2 hereof." 

Mr. EscH. Yes; it is. 

The Chairman. Well, there is no controversy about the purpose 
of what we want. 

Mr. Parker of New Jersey. It wants to cover all purposes. 

Mr. EscH. Now, the provision here where at the end of the time, 
whether it be five years or less, the surplus or excess cost of making 
the installations shall be remitted to the lessee, provided he has com- 
plied with all these regulations in the management of the plant. 

Mr. Gans. That is on page 6. 

Mr. EscH. Yes. 

Mr. Gans. Subdivision 3 of section 2, page 6. 

Mr. EscH. That is, the excess will be waived, " and to provide by 
agreement for the manner of determining such costs and values by 
arbitration or otherwise." I was wondering whether the war-tax 
bill that we are now considering would have any relation to that, as 
shown in section 214 of the bill, subsection 9, where it says : " In the 
case of buildings, machinery, equipment, or other facilities con- 
structed, erected, installed, or acquired on or after April 6, 1917, for 
the production of articles contributing to the prosecution of the pres- 
ent war, there may be allowed a reasonable deduction for the amor- 
tization of such part of the cost of such facilities as has been borne 
by the taxpayer, but not again including amounts otherwise allowed 
under this title for depreciation, exhaustion, or wear and tear " — ^and 
not to exceed, I think, 25 per cent. " In no case shall the deduction 
allowed under this paragraph exceed 25 per cent of the taxpayer's 
net income, as computed without the benefits of this paragiaph or 
paragraph 11." 
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Mr. Gans. That is merely a provision for allowing for depreciation, 
isn't it, in the tax bill ? I am not familiar with it. 

Mr. EscH. Allowing for amortization, because these industries, 
you see, have grown so enormously and the investment cost therein 
has increased so largely for a temporary purpose that in taxation the 
Government is going to allow them amortization to the extent of 
25 per cent, if I remember rightly, of that income. Would that pro- 
vision have any relation to this paragraph 6 in your bill, where we 
remit that excess of cost to the lessee ? 

Mr. Gans. I think it would probably work this way — and I am 
thinking aloud now on something that comes to me without oppor- 
tunity for mature thought. 

Mr. EscH. You might give your views on it — ^not now*, but when 
you revise your minutes. 

Mr. Gans. My general impression, would be at the moment that 
with a provision of this sort a corporation that was operating under 
a contract of the sort provided for in section 2, subdivision 3, of this 
emergency power bill couldn't claim the right to make the deduction 
for the amortization provided in that section of the tax bill, because 
the loss to be amortized would be absorbed by the Government under 
the provisions of the contract. 

Mr. EscH. In other words, he couldn't claim the benefit of both 
acts. 

Mr. Gans. Precisely so, sir. And he wouldn't be incurring any 
depreciation of value that required to be amortized as an excess-war 
cost, because that depreciation of value would fall not on him but 
on the Government through the provisions of this act. 

Mr. EscH. You mean in the pending bill. 

Mr. Gans. Through the provisions of this emergency power bill. 
If advances were made under this section that we are now discussing, 
the operator of the plant wouldn't be incurring any loss on plant 
through the difference between cost and value at the expiration of the 
war that required to be amortized, because that loss would be ab- 
sorbed by the Government under the agreement entered into pursuant 
to this section 3. Therefore, he couldn't claim any deduction for tax 
purposes. That is my thought. 

Mr. EscH. Well, my idea in bringing it up Was that if this becomes 
a law about the same time as the new tax bill, there ought to be har- 
mony between the two provisions. • 

Mr. Gans. The problems, it seems to me — if I may discuss it off- 
hand — are somewhat different. For tax purposes one is privileged to 
act somewhat arbitrarily in determining what allowances shall be 
made or shall not be made. Here in the particular provision of the 
emergency power bill which we are discussing we are trying to arrive 
at a method of financing which will enable the private plants to be 
extended as far as possible, considering the financial possibilities, the 
possibilities of getting funds at legitimate rates. And so it doesn't 
seem to me that the sort of limitation that is placed upon the amount 
of depreciation that may be allowed as a deduction from income, 
which is quite appropriate in a tax measure, ought to be included 
in a measure of this sort; because here it is a matter that. has to be 
adjusted according to the exigencies of each particular situation, by 
a contract made on behalf of the Government on the one side and the 
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corporation on the other. In some locality, conceivably, the differ- 
ence between the war cost and the value of the property at the end 
of the war may be very slight. The growth of the community and 
the demands of the community may be such at the end of the war 
th^t the value of the property will equal its war cost. In othei: 
places where the installation has been solely by reason of the war 
needs and where the plants have been created in localities that are not 
going to grow, the difference between the cost of the installation and 
the value after the war may be very great, and it is one of those 
things that can be determined only by actual experience. Therefore, 
it seems to me that in order to make this provision workable it is 
necessary to leave the agreement to provide that whatever that loss 
proves to be may be absorbed by the Government. 

Mr. EscH. That is all the questions I have. 

The Chairman. Mr. Gans, we are very much obliged to you. We 
may want you or Dr. Maltby or some others to come up here at any 
time while we are considering the bill. There is no contention, as I 
understand, about the purposes of the bill, but only the question of 
trying to get the legislation in such shape as will accomplish the 
object and purpose, and we may want you to come up at any time. I 
suppose you can be here ? 

Mr. Gans. I am at your service at any time. 

Mr. Parker of New Jersey. Wouldn't it be well that your pro- 
posed amendments be printed with this hearing? 

The Chairman. Well, they are what I would call minor amend- 
ments. 

Mr. Parker of New Jersey. But wouldn't it be worth while to 
print them in this hearing? 

Mr. Gans. I can get them up and submit them. I can submit the 
memorandum. 

Mr. Parker of New Jersey. Why not put them right in the hear- 
ing with Mr. Gans's testimony? 

Mr. EscH. Then we will have a chance to study them all together. 

The Chairman. Yes ; we will put them in the hearing. 

Mr. EscH. If Mr. Gans's examination suggests to him any amend- 
ments, he can insert them at the close of his testimony when he 
revises. 

Mr. Gans. I haven't St the moment any amendments formulated, 
except those that we have formulated here together, and the one sug- 
gestion that I made that I would like to formulate, limiting to some 
extent the authority to acquire municipal power plants. 

(Whereupon, at 12 o'clock noon, the committee adjourned.) 



Committee on Interstate and Foreign Commerce, 

House of Representatives, 
Monday^ September 16^ 1918. 

The committee met at 11 o'clock a. m., Hon. Thetus W. Sims 
(chairman) presiding. 

The Chairman. The committee will come to order. , Now, gentle- 
men of the committee. Dr. Garfield will make a statement this morn- 
ing concerning the bill, or the objects and purposes of it. 
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Dr. Garfield, you can make just such a statement as you think ad- 
visable, and members of the committee will interrogate you after 
you have finished it. 

STATEMENT OF DR. H. A. GARFIELD, FUEL ADMINISTRATOR. 

Dr. Garfield. Mr. Chairman, the bill appeals to me as one which 
ought to be enacted into law for several reasons. I take it that that 
is what you wish from me? 

The Chairman. Yes ; give the reasons why we ought to have this 
legislation? 

Dr. Garfield. First, an adequate supply of power is esseintial to 
maintain the full and reliable production of coal. There are several 
sections of the country where the coal supply is of particular im- 
portance, those sections being especially the regions furnishing the 
by-product coal, which is esseintial to steel making, and without 
which the whole war program must halt. In all of the regions where 
the central power plant has been introduced, a diflSculty has arisen 
because of the fact that the overcrowding — ^the overloading rather — 
of the central plant by reason of the large increase in requirements 
due to the war has resulted sometimes in a break-down of the plant. 
At other times^ in a failure to furnish the necessary power for con- 
tinuous operation. Of course, the first inquiry is, "Why don't the 
companies involved increase ,their plants? " That would seem to be 
good business. The chief reason why they do not, so I am informed, 
is that the financing of the war by the Government made it virtually 
impossible to raise the necessary amount of capital at the present 
time. 

Now, the regions where there is the greatest need are in general 
these: First, in western and central Pennsylvania; second, the eastern 
Ohio coal fields; third, the central Illinois coal fields; fourth, the 
western Virginia coal fields; fifth, the eastern Kentucky coal fields. 

Not all of those fields are producing by-product coal as a total or, 
perhaps, even in the majority of the tonnage, but it is coal including 
by-product coal, all of it necessary for the manufacture of muni- 
tions of war; and, as you readily appreciate, in those same regions 
the war manufacturing plants are largely established. 

Now, a second point that impresses me with reference to this legis- 
lation is that adequate power systems are essential to the economic 
use of coal for power service to industrial undertakings. I have 
asked Mr. Stuart, of our conservation department, an engineer, to 
come with me, because he has exact knowledge that I think will be of 
advantage to you, and to explain some charts which we have brought 
illustrating the saving. 

In a general way, there is a saving in the cost of operation of 
scwnething like two and a half times by the installation of these cen- 
tral plants, but I take it that your committee is not particularly 
interested in that, inasmuch as that saving comes primarily to the 
mining companies that utilize the central power, instead of making 
their own power. You are interested particularly, as we are, in the 
amount of coal saved, and it is from two to four times in quantity. 
Indeed, in the anthracite region, where the situation is somewhat 
peculiar, we have figures that enable us to speak, not as from a 
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mere estimatCj but with much more accuracy than that. There is in 
that region a saving of nine times the quantity of coal. At a time 
like this, when we are so pressed for additional coal, that saving 
is of the utmost importance; and it is that item particularly which 
leads me to be very glad of an opportunity to state to you gentlemen 
how this bill impresses me. 

The Chairman. You mean utilizing the coal in these large stations 
would result in a large economy of coal amounting to the ^ures you 
have just mentioned? 

Dr. Gartibld. Yes. In regard to this anthracite illustration, to 
mine 90,000,000 tons of anthracite coal requires in the isolated plant 
9,000,000 tons of coal which must be burned up at the mines, and it 
is estimated — I say it is better than an estimate, because it is in part 
based upon experience — that, if they were able to utilize power from 
a central plant for their mines only 1,000,000 tons of coal would be 
used in producing 90,000,000 tons. 

The Chairman. By the use of one power plant instead of a sepa- 
rate power plant at each mine? 

Dr. Garfield. Yes. Now, I happen to know from experience — 
I do not know that you care. to have this for the record, but I can 
state it to you, and you can use as much of it as you care to — I know 
personally of one plant, a plant in which I have an interest, in which 
the saving is four times. That is to say, one-fourth of the amount of 
coal is consumed in giving us the cur^-ent that was formerly used 
when we ran our own plant. 

The Chairman. And manufactured your own current? 

Dr. Garfield. Yes; manufactured our own current. For 15 years 
we manufactured our own current, and a year or two ago we began 
putting in a central plant connection. It cost the company a good 
deal of money, but it was worth doing, because of the saving in cost. 
As I say, we are not interested here in that. That was a pure econ- 
omy for that company, but the fact that in actual use we are con- 
suming through the central plant one-quarter of the amount of coal 
that we were consuming in our isolated plant to get the same current 
result is the important item. 

The difficulty at the present time is that with the overload now 
on these plants, due to war industries, there are breakdowns that 
curtail the coal production. A good maijy months ago I had a call 
from the manager of a plant near Charleston, W. Va., the Virginian 
Co., which supplies a large number of the by-product coal companies. 
That plant was in danger at any moment of giving way. It hadn't 
any reserve. It had an order in with the General Electric for a new 
turbine, I think it was — at any rate, some important piece of ma- 
chinery — but owing to the press of war orders they could not get it. 
It was necessary to do something to get additional funds so as to put 
in even more than was ordered and to get priorities that would enable 
the company, the Virginian, to get possession as quickly as possible 
of this additional machinery. At last the War Department took the 
matter up and made an arrangement with the company that resulted 
in its getting the additional -equipment. 

I do not know that there is more to be said than perhaps this, that 
there are two ways of economizing,, looked at from the fuel stand- 
point. One is to build a central power plant, or where, as in some 
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instances, it is already built, enlarge the plant at the point of produc- 
tion — ^namely, at the mine. The other is to erect a central power 
plant at a point remote from the mines, but in the center of a manu- 
facturing district. I imagine that it is not necessary for me to in- 
form you that the current can be carried economically for a limited 
distance only^ Mr. Stuart will be able to tell you "accurately the 
distance. In a place like eastern Ohio, or in the Pennsylvania fields, 
the central plants can be most economically^ set up in the midst of the 
coal mining region. 

There is the shortest coal haul. The mjlnuf acturing district lies 
near at hand and can be economically reached by the current. On the 
other hand, where no coal is produced near a manufacturing district 
the coal should be brought to a central point ; central, that is, to the 
manufacturing district, and a central power plant there established 
or enlarged, as the case may be, to furnish the current. The location 
of such a plant would be of importance. It should be so located 
that it could receive its coal by transportation through the less con- 
gested districts; in New England, for example, by barge out of the 
New York ports, so as to avoid both the railroad and the open sea 
haul. 

That, I think, Mr. Chairman, is all that I can say to advantage in 
regard to this matter. 

The Chairman. Looking at it from the standpoint of saving coal 
I suppose one of the chief purposes of your statement is to show, and 
if I get it correctlv it would result in a great saving of coal to have as 
few power-manufacturing plants depending on coal as possible, and 
distribute the current or power rather than to distribute coal to dif- 
ferent manufactories and produce the current at the manufactory ; in 
other words, combining all current production in one central plant 
results in a great economy in the use of coal, and then results as an 
economy to the manufacturer in receiving the current. Does it not 
also result in reducing the coal tonnage over the railroads that would 
serve these essential plants? It takes less coal, of course, and less car 
si)ace and motive power to move it. I suppose that is one essential 
consideration ? 

Dr. Garfield. Yes ; I didn't dwell on that, because I assumed that 
you would have that from the transportation companies. This chai*t, 
which I shall be very glad to leave with you, shows the saving in many 
ways, including the saving in machinery — ^you appreciate the type of 
chart that it is. [Indicating.] Here is the 480,000 kilowatt machine ; 
that would be at the central station. This, double its size, would 
represent the machines necessary if you were running isolated plants. 
These coal piles represent the saving there of from one to four times. 
This, in a sense, you are not interested in, because that is the capital 
side of it. Capital is saved, but here trackage is saved ; and that, of 
course, is very important from a transportation point of view. And 
here in the matter of freight cars — that little car and this big one 
would represent the saving in car suppl3^ That saving is as 4,250 to 
85,000 — a very great saving. And in locomotives it is as 80 is to 1,700. 
Here is the difference in the question of haul. 

Then a veiy important item which has not been mentioned is the 
man power. In other words, the number of operatives required at the 
central station would be 2,000 men as against 8,000 men required in 
the isolated station. 
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V 

The Chairman. Now, the further important fact is, as I get it 
from your testimony, that it would be very difficult to finance the 
construction of these large central stations without Government 
help? 

Dr. Garfield. Yes. 

The Chairman. And that the cost of construction, labor, and ma- 
terial, at this time, would be so great that there would have to he a* 
loss upon it to the owner of the plant after the war? 

Dr. Garfield. Yes. 

The Chairman. And that nothing much less than the Government 
can make a success of such construction at such a time as this, and 
with a view of sharing part of the war loss, or so much of it as may 
be ascertained would be just between the Government and the manu- 
facturer to assist them. I suppose that is another matter? 

Dr. Garfield. Yes ; it is the whole question of amortization, which 
can not be carried on successfully except under some Government 
regulation. 

The Chairman. And Government assistance in building the plant. 

Dr. Garfield. Yes. 

Mr. EscH. Is it a fact that some of the power plants for the de- 
velopment of electric energy in the coal regions are supplied from 
the culm banks? 

Dr. Garfield. I assume that it is, but I do not know. I assume 
that it is. Culm bank coal in the anthracite region is just as good 
coal as any other coal. 

Mr. EscH. Well, the testimony before this committee was that the 
Hauto Electric Power Co., which develops 28,000 horsepower, gets 
its supply from culm banks. The question in my mind would be if 
coal from the culm bank is to be the fuel for the central plant, you 
might have to haul culm from one bank to the heating plant and 
thus cause additional cost. 

Dr. Garfield. I think that it is as broad as it is long. The notion 
I had some months ago was that there ought to be a different price 
for the culm bank coal. I am now referrmg to anthracite. I don't 
know whether the company you mention is in the anthracite region. 

Mr. EsCH. Yes ; right in the anthracite region. 

Dr. Garfield. I had an idea that, the culm banks being recovered, 
the process was less expensive and that therefore, we ought certainly 
to insist on a less price. I submitted this question to the engineers 
and the accountants, both my engineers and the accountants over 
at the Federal Trade Commission, and I was advised that it would 
be unwise to try to make a different price, because of the fact that, 
while it was true that they could get the coal out of the. culm banks 
at far less than the expense of mining fresh coal, by the time we had 
erected machinery for the special process of washing, and had in-- 
curred extra expense incident to this work, the difference would 
really be absorbed, the cost would be included properly in the cost 
of the mining of fresh coal. Now, it comes to this, that, if it is just 
as well and a shorter haul to bum your fresh coal at the central 
plant, they would do it and sell the culm-bank coal along with their 
other coal. If culm bank is right near at hand, they would use up 
the culm bank undoubtedly. But from the standpoint of the com- 
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pany, I don't imagine that it would make a great deal of difference 
which they did, as affecting their profits. 

Mr. EscH. Would a central electric power plant give more con- 
tinuous service to many different consumers or users and give it more 
uninterruptedly than individual plants? 

Dr. Garfield. That is one of the chief arguments for putting in 
the central plant; yes, from the standpoint of the operators. 

Mr. EscH. Is that due to the fact that the individual plants are 
usually small and have no duplicate equipment of boilers or gen- 
erators ? 

Dr. Garfield. Yes. 

Mr. EscH. AVhile your central heating plant would be built w^ith a 
view to meeting contingencies and thus always have a surplus of 
units? 

Dr. Garfield. Yes. The difficulty just now is that they have been 
reduced to the place of the isolated plant because of the heavy load 
put on them due to the war, and that they have used up even their 
reserves; so they have got to build more. But your principle is right. 

Mr. Escii. AVill it be possible to equalize the load of a central plant 
in war industry by extending the period of use through the 24-hour 
period ? 

Dr. Garfield. Yes; but not without difficulty, because of the preju- 
dice of the miner in favor of working certain rather established 
hours. But by working two shifts of eight hours each there could be 
a distribution of the load. 

Mr. EscH. Is that found to be impossible, to make two shifts? 

Dr. Garfield. No; we did that for a period. Mr. Stuart, do you 
know whether it is still going on at the Virginian plant ? 

Mr. Charles E. Stuart. No ; it is not ; and it was very unsatisfac- 
tory, though it was an expedient. 

Dr. Garfield. We sent out really a request — rather than an order — 
to the operators down there to relieve the load on the Virginian plant 
by this plan of two shifts. The prejudice of the men against that is 
quite obvious. 

Mr. EscH. And that might exist in other sections ? 

Dr. Garfield. Yes. Theoretically it is perfectly sound, and it 
ought to be done. 

Mr. EsciT. That is why I propounded the question as to why it 
could not be done. I was not reckoning on this prejudice. 

Dr. Garfield. I think the prejudice can be overcome if it is pre- 
sented in the right way ; that is, to a considerable extent in the war 
period. But speaking generally, the prejudice is deep-seated. The 
miners like to get at their work early and get through early. They 
don't like the idea of an afternoon shift. 

Mr. Stephens. Doctor, does your plan or this bill contemplate 
taking or uniting the present existing plants in an industrial center? 
For example, suppose in a certain industrial center there would be 
50 or 00 plants- now in operation. Some of those plants use all the 
power they have, others do not, and, perhaps, many only use their 
maximum capacity a few hours a day. Now, is it contemplated that 
the power produced by all of these isolated plants will be run inta 
one line and furnish a reservoir of power that can be distributed 
where it is needed and thereby use the maximum power of the dis- 
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trict instead of, as at the present moment, only using a portion of 
it in certain plants and leaving others overloaded? 

Dr. Garfield. I should like Mr. Stuart at the proper time to 
answer that. I have heard that discussed as one of the ways. It 
lies in my mind that the engineers answer it differently in different 
places, depending upon conditions. 

Mr. Stephens. You made in the beginning of your remarks the 
statement in regard to some of these fields producing by-product 
coal and others not. I don't know whether 1 understand what you 
mean by that " by-product " coal. Do you mean that some coals have 
by-products, such as gas, etc., and others do not ? 

Dr. Garfield. Yes. By-product coal is, I suppose, a, technically 
correct term, but it means coal suitable to go to the by-product 
coking furnaces, and is, therefore, coal sfreatly in demand, because 
out of it come not only valuable gases, but toluol and various acids 
and oils used in making explosives. 

Mr. Stephens. As a rule, anthracite coal dees not have nmch by- 
product, does it? 

Dr. Garfield. I think not. Does it, Mr. Stuart? 

Mr. Charles E. Stuart. No. ' 

Mr. Stephens. Do you anticipate. Doctor, that these central plants 
can be constructed and put into operation in time to serve a real 
purpose before the war closes, if it should close in another year? 

Dr. Garfield. I should suppose that in a good many instances, 
certainly, plants could be enlarged. Whether new plants could be 
put into operation to accomplish the results before the close of the 
war, again, I should like Mr. Stuart to state to you. 

The Chairman. Well, in the first place, nobody knows whether 
it will close in a year or not. 

Mr. Stephens. No ; of courvse not. 

Dr. Garfield. Unhappily, we can not tell. 

The Chairman. We can't wait till the end of the year to tell. 

Mr. Stephens. Well, even though they wouldn't be installed in 
that reasonable length of time, the use of it during the war wouldn't 
end in a year? These plants will still serve a great economic pur- 
pose, I should judge, without any regard to the war? 

Dr. Garfield. Oh, yes; without any regard to the war. 

Mr. Montague. Mr. Stephens has somewhat anticipated the ques- 
tions I wanted to ask. 

I understand fundamentally you think that it is cheaper to trans- 
port power than it is to transport coal out of %vhicli power is to be 
generated ? 

Dr. Garfield. AVithin a limited region, 150 miles possibly. I am 
not sure of the distance. 

Mr. Montague. And you want to tran^sport this power by cen- 
tralizing the points of distribution, or the plants of distribution? 

Dr. Garfield. Yes. 

Mr. Montague. And your statement is that that centralization can 
be accomplished by two methods: Coordinating certain existing 
plants, or establishing a Government plant. Do I catch you cor- 
rectly when I make that statement? 

Dr. Garfield. Yes ; if I understand correctly what you mean by a 
'' (jovernment " plant. 
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Mr. MoxTAGUE. I mean by the Government's building and erecting 
its plant — its own plant. 

Dr. Garfield. It might either l^ built and directeil by tlie (iov- 
emnient as a whole, or it might be bettef to arrange for it^ direi*tion. 

Mr. MoxTAGiTE. And the Government would loan the money i 

Dr. Garfield. Yes. The bill is left open« I understand it, in that 
regard. 

Mr. MoxTAGiTE. It would result in the same thing. 

Dr. Garfield. Yes ; that is my understanding. 

Mr. Montague. I mean done by the Government, by the Govern- 
ment either establishing it and aiding it in its establishment, or put- 
ting it up itself. Xow. assuming that the Government is going to 
erect these centralized plants, or that the Government is to loan 
money by which these plants are to l)e c*entralizeii, how long a time 
do you think that will consume? 

Dr. Garfield. Well, that is a technical question. Governor. I 
shouldn't undertake to be wise enough to answer that question. 

Mr. Montague. Are you viewing this. Dr. Garfield, fn>m the 
standpoint of a permanent economic policy, or a policy to subs^^rve 
the uses of this war? 

Dr. Garfield. The former. It is a permanent economic j>olicy. 

Mr. Montague. I mean a permanent economic |^>olicy as relateil to 
Government intervention and Government supervision, or Govern- 
ment operation? 

Dr. Garfield. Oh, no; it is a permanently economic policy outside 
of that question, whether the (lovernment runs it or not. For a 
long time I have been convinced that there should be that kind of 
econoniv. I niav sav that, ffoins: back to 1901 and 1902; when 1 was 
actively interested in the projection of a coal enterprise in south- 
eastern Ohio, it was a thought with me then that we ought to con- 
sider the advisability of enlarging our enterprise and of putting a 
plant in at the mine and using our own coal that way and solhng 
power rather than c/)al, because I believe in the economic principle 
of it. 

Mr. Montague. The point of view with myself, and maybe s<nne 
others of the committee, has been that if this is to be a permanent 
business in which the Governiiieiit enters, then time is not the essiMico 
of its merits or necessities; but if it is to be for a military ])urpose 
alone, then the question of how long the Government should engage 
in this policy after the war is over would be a question, perhaps, to bo 
determined by legislation. That is my reason for asking you how 
long. 

Dr. Garfip:ld. I may say that I have viewed this wholly outside of 
the question of war necessity. . My thought is, what are the merits 
of it as a permanent economic policy ? 

Mr. Montague. I don't mean as a permanent economic policy, if it 
is a wise thing, but the question with me is, has the (itovernment the 
right, the constitutional right, to engage in these i)rivatt^ businesses 
and conduct them after this war is over as a peace policy? 

Dr. Garfield. I shouldn't undertake to answer that. Governor, 
without more careful attention to the question, 

Mr. Monta(}ue. I will not endeavor to elicit an answer from you, 
Doctor. I was just trying to unburden my own mind, that you may 
see the object in my asking the question. 



122 EMERGENCY POWER BILL. 

' Dr. Garfield. I wish to say, though, that there would be no doubt 
in my mind — and I venture to say none in yours — ^that if the Gov- 
ernment is authorized in the conduct of the war to take such steps as 
will expedite the production of coal, and if you gentlemen conclude 
that it will expedite the production of coal 

Mr. MoNTAouE (interposing). Either expedite the production of 
coal or power or save the production of coal. 

Dr. Garfield. Of course, I used the term " expedite " to include the 
two. I have approached the question in studying this bill from ex- 
actly that point of view. I have brushed aside everything else and 
have said to myself, " that piece of proposed legislation appeals to 
me, because I believe it will accomplish what we are after. If the 
war comes to an end quickly the plants may not yet be in operation ; 
but I have proceeded — as I take it you, gentlemen, in enacting the 
Lever bill meant me to proceed, or meant the person charged with 
the responsibility to proceed — ;on the assumption that we must get 
ready as if the war were to be long continued, devoutly hoping that it 
will end soon. 

Mr. Montague. That is the reason I was anxious to know your 
answer to Mr. Stephen's question — how long it would take to co- 
ordinate the plants and essentials, to organize them as central 
plants for the distribution of power ; or if it had to be done by the 
establishment and construction of a new plant, how long it would 
take to do that. You said Mr. Stuart would answer that. 

Dr. Garfield. I should be very glad to have Mr. Stuart answer 
that. My understanding is that it would be worth while, without 
knowing the details. 

Mr. Hamilton. Doctor, you are treating this now as a purely war 
emergency proposition? 

Dr. Garfield. Yes. 

Mr. Hamilton. And I assume from some testimony that has been 
\given before the committee heretofore that certain corporations have 
large war orders which with their present power they are unable to 
fill within a time that would make the product available forwar pur- 
poses — at such a time as the Government would desire it; contracts 
have already been entered into and they have not the power to finish 
the contracts within the time that the Government would like to 
have them finished. Is that true? 

Dr. Garfield. Speaking generally I so understand it, although I 
have not in mind specific contracts. 

Mr. Hamilton. Well, I gathered that from some testimony that 
has been given here. 

Now, take a large plant engaged in the production of some war 
necessity, just how will the Government proceed in assisting that 
plant to increase its power? Take that just to illustrate the situa- 
tion. 

Dr. Garfield. I had thought that the bill expressed the several 
ways that might be employed. 

Mr. Hamilton. I am talking now about the practical proposition. 
Here is a plant with orders, or which is in position to receive orders. 
It is an emergency proposition. They want to get this product out 
as soon as possible. What will the Government do? Just how will 
it practically work out in the briefest possible time? 

Dr. Garfield. Do you refer to a power plant? 



EMERGENCY POWER BILL. 123 

Mr. Hamilton. A power plant or, as I had in mind, a manufac- 
turing plant which is manufacturing some war necessity. I don't 
care which you use, but I had in mind the manufacturing plant en- 
gaged in the manufacture of war necessities. 

Dr. Garfield. May I change the illustration to answer you in a 
practical way? The Virginian plant, which is a central power plant, 
furnishing, say, 90 or 95 per cent of the mines in the territory in and 
about Charleston — mines that produce the byproduct coal — came to 
me, to see if I could help them to secure this additional machinery 
which they were obliged to have. Part of their difficulty was finan- 
cial. Part of it was lack of sufficient orders to get the machinery 
hastened and brought down to them. 

Mr. Hamilton. Now, what is this Virginian plant doing? 

Dr. Garfield. It is a central power plant. 

Mr. Hamilton. Its business then is to furnish power? 

Dr. Garfield. To furnish power, yes. 

Mr. Hamilton. And other plants use it in the manufacture of 
war materials? 

Dr. Garfield. Chiefly, as it happens, on account of its location it 
furnishes power to run the machinery — cutting machinery and all 
the rest or it — in the mines around about there. It furnishes power 
also to manufacturing plants. 

Mr. Montague. A^^uld it interrupt you to know whether that 
Virginia plant is operated by power or coal ? 

Mr. Garfield. By coal. The Appalachian, not far away, is op- 
erated by, I believe, botlv — or at» least it has the opportunity to be 
operated by water. The Virginian is a plant operated by coal, and 
it might well be used in illustration of the saving in coal that I 
spoke of a while ago. Now they came to us. and not only did I ask 
Mr. Stuajt and his associates to figure on what ought to be done by 
the Government — what could be done — ^but I turned it over to the 
council for the Fuel Administration; and we went so far as to work 
out a contract, and what we were going to do was this — if it seemed 
wise to do it. We were, going either to use a fund that is included in 
the Lever Act or else ask the President for the monev — but it would 
in any event be the Government's money — a million dollars to be 
turned over to the plant for the purchase of this new machinery. 

Mr. Hamilton. How would that be secured? 

Dr. Garfield. That would be secured by the Government's having 
a lien on the machiner}^ virtually owning it until such time as the 
Government would be settled with. In addition to that, we insisted 
that they must make some further provision in the way of securing 
the Government's interests. My own notion was in the beginning — 
and I insisted up(m that — that the bond holders should all consent 
to allow this lien of the Government to be on lines very nnich like 
receiver's certificates, which are issued in order that a road may be 
kept a going concern during a receivership. 

Mr. Hamilton. Otherwise the Government, might have security 
on what might ultimately, or rather soon, become junk, if it was 
simply machinery? 

Dr. Garfield. I thought that was likely to be the way. The diffi- 
culty, the practical difficulty, was so great that the managers said 
that they did not wish to do this; and eventually they solved the 
problem in another way, because they were able to arrange with the 
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War Department, in conjunction with its powder plant, for current 
that gave the Government a direct use. This took the place, you 
might say, of a further lien. 

Sir. Hamilton. AVell, now, suppose this bill should become a law 
about the middle of October. You are interested — we are interested, 
all of us, of course — in getting these, broadly speaking, war neces- 
sities out as rapidly as possible, and I had in mind a large manufac- 
turing corporation the facilities of which were inadequate to produce, 
to turn out the orders already received. Winter is coming on. 
There is a shortage of coal, let us assume — I assume there is, from the 
complaints which I receive from my district. 

Dr. (tarfteli). In a sense there is. There is more coal produced 
than ever before, but the demand is still greater. 

Mr. Hamilton. Now, what we want is speed. I wanted from you 
some practical illustration of how a corporation could receive imme- 
(iiate assistance and how long it would take that corporation, having 
received assurances frOm the Govetument that it would receive 
money, to add to its plant sufficient ])ower to make this a practical 
help rather than a theoretical help. I am not talking about project- 
ing the think into the future. This is a war emergency proposition 
and I want to find out what relief we will get during the war. 

Dr. Garfield. Well, I agree with vou, that w^e must look at it from 
the standpoint of war emergency and what relief we shall get. Mr. 
Stuart will be able to tell you, I think, rather particularly, how long 
it will tnke to get the results of the operation. 

Mr. Hamilton. Verv well. 

Dr. Gakfielo. I ha^e preferred that he should answer this ques- 
tion, because as an engineer he knows, and I have to learn from him. 

Mr. Hamilton. I am not skilled in mattei's of that kind. Lam 
seeking information from some one who is skilled. 

The Chairman. Mr. Stunrl is going to follow Dr. Garfield. 

Ml'. Hamilton. Oh, verv well. 

Dr. (lAKFiELi). I wihh to say this, ai)r(>pos of some of the remarks 
that vou have been niakinii:. One diffieultv "tliat we have has been 
this: When the le s os eiitin] industries were told that they.couldnt 
have coal, at the outset they gave rq) coal — or some of thenl did — 
and went over to the use of power, where (hey could, which w'as an 
indirect u e of r*( al: and without soi^ie arrangement by which we can 
control ))ower (•()in])anies also, we were in rlanger of having our coal 
used indirectly, and of iict bei^'g nhh^ to curtail where we ought to 
curtail. The regiila'ioiis which would he set up governing power 
companies, tlie (rovernment havirg c( ntrol of them, would, of course, 
prevent any switching by less essential industries to power, and 
thereby using not so )uuch coal, but still, coal. 

Mr. Hamilton. I think that is all I care to ask. 

Mr. Pakkek* of New Jersey. Dr. (larfield, you spoke of the great- 
value for wai' purposes of the by-products of coal, which T believe 
nre gas and various coal products, toluol, etc.. which the Germans 
have used first in dyeing and then afterwards in high explosives — and 
these are the greatest. I understand that every gas works in a city 
that makes gas makes at least sonu^ of these by-products. In my 
city those gas Avorks — do you say yes to that? 

Dr. Garfiet.o. Yes. 
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Mr. Parker of N'ew Jersey. In my city those gas works are owned 
and operated by a big electric light and power company. That is 
not universal, is it? Some of the gas works are separate from the 
control of the light and power companies? 

Dr. Garfield. Yes. 

Mr. Parker of New Jersey. Another branch of manufacture that 
can or does make these by-products are the great coke furnaces of 
Pennsylvania. They used to take only the coke and let all the gas 
and by-products go. A great many of them are now saving the by- 
products, are they not ? 

Dr. Garfield. They are going over as rapidly as possible from 
the beehive to the by-product ovens. 

Mr. Parker of New Jersey. That is to retorts or something like 
that? 

Dr. Garfield. Yes. The beehive oven did not save the by-prod- 
ucts. 

Mr. Parker of New Jersey. And we wasted an enormous quantity 
in that way ? 

Dr. Garfield. Yes. 

Mr. Parker of New Jersey. Those ovens are very seldom owned by 
power companies. Isn't that so? 

Dr. Garfield. Yes. 

Mr. Parker of New Jersey. Not at all ? 

Dr. Garfield. I am not able to say " not at all," but I think it 
would be approximately true. 

Mr. Parker of New Jersey. This bill, I notice, provides for the 
use by the Government — and tjie acquisition in various ways and 
aiding — of power companies, but not of these by-product companies, 
except where they are operated in connection with a power company. 
Do you expect or had you any idea of taking charge of this manu- 
facture of by-products apart from power or only in connection with 
power? 

Dr. Garfield. I can not say that I have carried the thought 
through as far as that. Judge Parker. 

Mr. Parker of New Jersey. There is nothing in the bill of that 
sort. . The bill only speaks of constructing power plants by the Gov- 
ernment which, in connection therewith, would afford these by- 
products; but in a subsequent section, at the bottom of page 6, it 
provides generally as to plants for better utilizing the gas, power, 
or by-products generated by them, as if they recognized that power 
plants now own gas works and coal-product works. Now, I only 
point that out to you because if the improvement of* the by-product 
works is to be a governmental concern and not merely the develop- 
ment of central power, leaving the by-products to the separate manu- 
facturer, it would be a different thing than if the Government were 
going to try and take control of some of these very large beehive 
ovens in order to transform them. You don't expect that the (xov- 
ernment will do that itself, but will leave that to private manufac- 
turers. Isn't that so? 

Dr. Garfield. Yes; I had supposed so. 

Mr. Parker of New Jersey. And I had, too. I only wanted to know^ 
if I comprehended the bill exactly. The bill, then, does not intend to 
put the Government's hands on that manufacture, except where it 
comes as an incident of pow er plants of which they have control ? 
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Dr. Garfield. That is the understanding. 

Mr. Parker of New Jersey. That is all I have to ask. 

Mr. Snook. Dr. Garfield, I understand you to say that you have 
had some practical experience in mining; that you were engaged in 
mining? 

Dr. Garfield. I ought not to emphasize that, because I was on the 
law side of it, as syndicate manager. 

Mr. Snook. We are not all mmers and we don't all understand 
the business, and I would like to have you tell us some of the uses 
that you make out of this power in f)raptical mining. What is it 
used for ? How do you use it ? 

Dr. Garfield. The central power plant furnishes the current to an 
individual mine — to many individual mines. That current is used 
for operating the fans that ventilate the mine ; it is used for operating 
all of the machinery about the mine — for operating, where it is a 
shaft mine, the electrical hoists. 

Mr. Snook. Takes the place of the old mule? 

Dr. Garfield. It takes the place of the mule in running the cars in 
and out, and it takes the place of the pick miner, who with his pick 
dug the coal out, and now operates the cutting machine. 

Mr. Snook. That is, for blasting? 

Dr. Garfield. No; it is before you get to the blasting process. 
There is an undercutting machine which h^s an endless belt or knives 
that run in such fashion that the piece of machinery is advanced at 
the bottom of a block of coal. We will say the seam is a 5-foot seam. 
You oi)erate this machinery by nmning this undercutting machine 
under that seam. The cutter is goiftg around all the time, and you 
cut in as deep as the miner finds it necessary. That is withdrawn, and 
then the drills are run by electricity above for the powder blast, and 
the powder blast is put in, and when the blast is let off it breaks down 
a huge block of coal. Now, the old way, the pick-mining way, was for 
the miner to go in there and attack the face of this coal and dig it off 
piece by piece, and then this coal was carried out. 

Mr. Snook. So that the mines equipped with this power are able 
to mine coal at a great deal less expense than the old way ? 

Dr. Garfield. It is less expense but much greater speed. It is be- 
cause of the greater speed that the overhead is reduced. 

Mr. Snook. Well, are there a good many mines yet that have not 
been able, on account of the scarcity of this power, to equip themselves 
with this machinery ? 

Dr. Garfield. Yes; a great many mines, Tjut not a great amount of 
tonnage. 

Mr. Snook. Well, was it in your mind that if we increase these 
power plants and build new ones, it would enable them to take on new 
mines and furnish them with this power? 

Dr. Garfield. Oh, yes ; mines could equip themselves that have not 
done so yet. 

Mr. Snook. And you think that if this authority is given and these 
power plants are put in that vou can increase the production of coal a 
great deal in the near future ? Do you think it is practical to increase 
the production in that way ? 

Dr. Garfield. Yes; I do. 

Mr. Snook. You look for good results? 
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Dr. Garfield. Oh, yes; P should not advocate the bill as a war 
measure if I could not see within a year results that would be im- 
portant; and they would begin at once, because some territories arc 
operated by the central plant now, and every inch of progress in put- 
ting in and connecting up a new extension is that much more coal as 
a result. 

Mr. Snook. You think you can procure the machinery and things 
that are needed to build these plants? 

Dr. Garfield. I suppose you should ask Mr. Barucli about that; 
but I know that Mr. Baruch, with whom I have conferred about this 
matter, will expedite the machinery as much as possible. 

Mr. EscH. Just one question along the line of Judge Snook's in- 
quiry. Would the use of electric current in the lighting of the mine 
greatly add to the security of the miners? 

Dr. Garfield. I don't know about that. I presume that it would. 
I'should suppose, without question, that it would. 

Mr. EscH. AVith the great mortality rate among coal miners, espe- 
cially in the bituminous field, anything that w^ould promote their 
safety and welfare ought to figure in this problem. 

Dr. Garfield. Well, I should answer that as a layman. I should 
suppose clearly it would, because there is no open flame there. 

The Chairman. We are very much obliged to you, Doctoi*, for the 
aid you have given the Committee. 

Mr. Stuart, if you will kindly return here at 10.30 o'clock to-morrow 
morning, we will be glad to have your statement in connection with 
what Dr. Garfield has told us. 

(Whereupon, at 12 o'clock noon, the committee adjourned until 
10.30 o'clock a. m. Tuesday, September 17, 1918.) 
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Committee on Interstate and Foreign Commerce, 

House of Representatives, 
Tuesday^ Septemher 17^ 1918. 

The committee met at 10.45 o'clock a. m., Thetus W. Sims (chair- 
man) presiding. 

The Chairman. Mr. Stuart, when you are ready, you will proceed. 
You, of course, were present with Dr. Garfield when he testined, and 
I suppose you now have a statement prepared that you will make 
first before you are interrog£|,ted, and when you are through the mem- 
bers of the committee may desire to ask you some questions. 

STATEMENT OF CHAELES E. STTJAET, CHIEF OF THE POWER 
SECTION OF THE UNITED STATES FUEL ADMINISTRATION AND 
POWER EXPERT FOR THE FUEL ADMINISTRATION. 

Mr. Stuart. Mr. Chairman, I have made a number of notes here, 
chiefly in reply to some of the questions that were raised yesterday. 
Those questions — a number of them — ^were referred, you will recall, by 
Dr. Garfield to myself, and I want to ask if those questions can be 
asked again, because they have a very important bearing on this 
entire subject from the standpoint of the Fuel Administration. 

The Chairman. Have you in your notes there the questions? 

Mr. Stuart. I have not the questions, but the gentlemen who asked 
those questions are here. 

The Chairman. I know, but they might not be able to remember 
just the way they asked them of Dr. Garfield, and his testimony is 
not here. Just read what you have on it, and that will suggest 
questions. 

Mr. Stuart. The notes that I have made chiefly have a bearing on 
the subject of the needs of the coal fields for help along the lines that 
are proposed in this bill. For instance, take the case of the Central 
Illinois Public Service Co. The demand on this plant has doubled 
within a period of eight months. As the result of insufficient water 
supply the fifty-odd mines on this plant were closed down nearly a 
month. The capacity of the plans is also insufficient to take care of 
the mining load. Until a radical improvement both with respect to 
their generating system and transmission system is made it will be 
impossible to supply all of the mines power and to give continuous 
service. These mines supply veir largely by-product coal, and cer- 
tain blast furnaces of the United states Steel Co. in Illinois have. been 
closed down on account of a lack of a supply of by-product coal. 
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In the eastern Kentucky coal fields there has been a heavy loss of 
production for the same reason — or the same general reasons as 
stated above. 

There are various improvements which can quickly be made to 
safeguard the service were the money available. Such improve- 
ments could be made within a period of three to six months. 

In the coal fields of Colorado and Wyoming there has been a loss 
of production on account of power troubles. These troubles could 
be quickly remedied were it possible to finance the requirements. 
In using the word " quickly " I have reference to a period of from 
8 to 6 months to give temporary relief, and possibly a greater period 
in which to make improvements of a broader character. 

In the central Pennsylvania coal fields they are losing heavily in 
production on account of insufficient generating capacity and line 
trouble. The power company serving these fields has just can- 
celed an order lor a 10,000-kilowatt turbine in spite of the fact that 
this field now has insufficient generating capacity. The power com- 
pany has effected this cancellation because they think they have' 
no way of financing it. 

I have here a letter from a group of mines in Ohio, the Jefferson 
Coal Co. This letter is from its president. In part he says : - 

As Mr. Simpson, the general manager, wrote you, the mines were idle yes- 
terday for lacli of power. 

The Chairman. Read the whole letter if you desire — that is, if it 
is all applicable to the subject. 

Mr. Stuart. Well, that covers the point. I want to explain to 
you that the mines of the Jefferson Coal Co. are in what is known 
as, broadly speaking, the Pittsburgh district, where there is a great 
deal of power trouble at the present time. I was at the mines of 
the Jefferson Coal Co. just about 3 weeks ago and they suffered a 
shutdown on that day which cost an output of about 5,000 tons of 
coal. 

I have also here a, letter from Mr. Honnold, the district repre- 
sentative of the United States Fuel Administration in central Illi- 
nois. Mr. Honnold called attention to this power bill. He raises 
a question as to whether there is any chance of this power bill 
getting through, and as to the chance of its getting through quickly. 
He refers to the fact that the mines of the pentral Illinois district 
are being seriously curtailed as a result of insufficient generating 
capacity. 

In other words, Mr. Chairman, it is a case of — well, it is a case 
that the biggest coal producing districts of the country are suffering 
seriously from a shortage of power and of generating capacity, and 
on account of conditions which, were the money available, could be 
quickly remedied. . 

Now, here are several cases also bearing on the point : The Bethle- 
hem Steel Co., of Bethlehem, Pa., on the electric system of the Lehigh 
Coal & Navigation Co., are short of power. To supply their re- 
quirements 25 per cent of the power for the cement companies in 
that district has been cut off. The Bethlehem Steel Co.'s require- 
ments are increasing every day, and unless an increase in power can 
be supplied within six months some very important industries, like 
coal mines, will have to shut down on power to give the supply that 
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is needed. When jjoxx say " short of power " you mean reduced pro- 
duction. The alternative to shutting down coal mines, of course, 
is to shut down the steel plants. The immediate remedy in this case 
is the installation of additional boiler horsepower in the Hauto plant 
of the Lehigh Navigation & Electric Co., at an approximate cost of 
$1,250,000. An increase can be made in from four to six months. 

A very serious shortage exists — this is another case — around New- 
ark, N. J., on the lines of the Public Service Electric Co. Such 
shortage can be partially remedied by taking power from New York 
to the extent of 20,000 horsepower, at an approximate expense of 
$1,500 00. Such relief can be obtained in about four months and is 
greatly needed for very important war work. 

The district supplied by the Mahoning & Shenango Eailway & 
Lighting Co. from their station at Lowellsville, Ohio, is very short 
of power and has planned to install 20,000 horsepower additional. 
With the money available such an addition could be made ready for 
service by the 1st of May next, at an approximate cost of $1,500,000. 
This company supplies many steel companies, which are very im- 
portant for the Avar program. 

The Pittsburgh and eastern Ohio district is very acutely short of 
power at the present time, and will be much more so during the year 
1919. 

The large power plant at Windsor, W. Va., can be increased so 
that 40,000 horsepower additional could be ready by about July 1 
next, and 40,000 more by November 1 next, were the money available 
to go ahead immediately. Also a tie line between this place and Pitts- 
burgh is required. The total approximate cost of such extension is 
$9,000,000. 

Those are simply a fe^ of the typical cases. To illustrate further, 
I made a survey in Avhat is known as the Pittsburgli district about 
three Aveeks ago, on account of the serious complaints that were com- 
ing in from the one hundred and fifty-odd operations receiving power 
in that district to the effect that they were not receiving continuity of 
service ; and to the effect that they were forced to close — that power 
was cut off from two to four times a day for a period of from 10 to 
15 minutes each time. 

When mine power gees off the mine stops. The ventilation stops 
and the men leave the mine. In the first place, they are not alloAved 
to sta}' in the mine. In the second place, no man will stay in a coal 
mine Avhen the ventilation goes off. When the miners leave the mine 
they don't come back. The result has been a very heaA^j- curtailment 
of production in the Pittsburgh district, where the bulk of the coal is 
by-product coal. 

Now, the question Avas how that service interruption could be re- 
lieved. There were three alternatives. One, that of throwing every- 
thing possible on night service ; second, that of closing a certain num- 
ber of coal mines down; and, third, that of closing the steel mills 
down. To-day the limitation on the output of steel is by-product 
coal. By-product coal was being produced in that district, so ac- 
tually in order to take care of that situation it was decided to shut 
down the steel mills for lack of power to go round. In other words, 
those mills which are making steel, all of which is used for our re- 
quirements on the other side, were shut down because of lack of 
power. 
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We have been warned by English engineers who have had an op- 
portunity to observe what was coming — the sitiiation has been un- 
derstood here for the last year — the War Industries Board has been 
doing what it could to take care of the matter — we were warned by 
England that England's program was set back from 9 to 12 month^ 
by the fact that she went ahead and built up her plants for manu- 
facturing war materials and failed to provide power to take care 
of those factories. We are to-day in exactly that same position. 
We are already in the position where there is a serious curtailment, 
as I have just cited, in the case of the Pittsburgh district, but the 
worst part of it is that this shortage is growing steadily and will 
really become the limitation gn the output of our war material. 

To give you an idea of what power shortage means, here is a 

graphic chart that was made to illustrate that situation in the Pitts- 
urgh district. It was made by the Fuel Administration, working 
in conjunction with statisticians from the Westinghouse Co., the 
United States Steel, and the power companies. It shows, for in- 
stance, that an $18,000,000 investment m central station power 
equipment and plant produces $366,000,000 of corresponding manu- 
factured products. It shows that a $32,000,000 additional develop- 
ment in central station equipment will produce an additional $452,- 
000,000 worth of corresponding manufactured products. 

Mr. EscH. Per annum? 

Mr. Stuart. Per annum; yes, sir. 

Mr. Parker of New Jersey. This $32,000,000 don't give you as 
much proportionately as the $18,000,000-— or do you mean to $32,- 
000.000 ? 

Mr. Stuart. No ; an increase of $32,000,000. 

Mr. Parker of New Jersey. Will give vou only $400,000,000 more, 
but you have got $360,000,000 from $18,000,000. 

Mr. Stuart. I can't give you the details of the reason for that, but 
that is probably very largely due to the increased cost in construc- 
tion. 

Mr. Parker of New Jersev. Well, does the increased cost increase 
the cost of the products, too ? 

Mr. Stuart. Yes. 

Mr. Parker of New Jersey. I don't see whv that should come in 
that way. Your $18,000,000 ^made $20,000,000* of products for every 
$1,000,000 in power, while your $32,000,000 will only make about 
$13,000,000— $12,000,000 or $13,000,000. 

Mr. Stuart. In order to use that $32,000,000 to advantage we have 
probably got to — or rather we will have to — put in some very exten- 
sive transmission lines. * We will be covering a larger area from the 
central generating points, and that would account for a considerable 
increased cost. That is all I have to say, Mr. Chairman. 

The Chairman. Have you any questions, Mr. Esch? 

Mr. EscH. I have some questions suggested by your testimony. 
Did you say that there was a shortage in the Colorado field ? 

Mr. Stuart. Yes, sir. 

Mr. EscH. I notice in the list of places where there was enormous 
supply, shortage and surplus supply, in Lieut. Stanley's testimony, 
that he lists Pueblo, Colo., as a place where they have a large power 
supply. 
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Mr. Stuart. I am not referring to Pueblo. I am referring to the 
coal-mining district. 

Mr. EscH. Well, this is not very far from Pueblo. 

Mr. Stuart. Well, then, evidently it does not receive its power 
from Pueblo. 

Mr. EscH. Then you mentioned the Illinois field, did you not? 

Mr. SxuART. Yes, sir ; the southern Illinois field. 

Mr. EscH. This same list indicates that there is a surplus of power 
in the Chicago district. 

Mr. Stuart. That is true. 

Mr. EscH. And also in the district of Davenport, including Mo- 
line, Eock Island, etc. 

Mr. Stuart. Yes, sir ; all of which are outside of the district which 
I speak of. - . . 

Mr. EscH. Which coal district did you have more particular: ref- 
erenceto, the central, southern, or northern ? 

Mr. Stuart. Southern Illinois. In fact, we have gone very care- 
fully into the question of whether power could be brought into that 
district from one of the near-by centers where there is an available 
surplus, but the nearest point apparently is about 100 miles away. 

Mr. EscH. Is there any surplus of power at the Keokuk Dam ? 

Mr. Stuart. Very little; none that Ave could call upon for this 
district. 

Mr. EscH. Well, they haven't installed all their units, have they ? 

Mr. Stuart. No ; they have not. 

Mr. EscH. Would they have power enough during the summer 
season to run all the units for which they have made installation ? 

Mr. Stuart. This season, according to my understanding of the 
present generating capacity, takes up about all of the water they have. 
On the other hand, additional generating capacity, of course, in other 
seasons would add very greatly to the available capacity. 

Mr. EscH. You are familiar, of course, with the terms and provi- 
sions of the food and fuel bill, are you not — ^the act approved August 
10, 1917, which really provided for the establishment of the Food 
and Fuel Administrations? Now, section 12 of that act reads as 
follows, in part : 

That whenever the Presideut shaU find it ne<*essary to secure an adequate 
supply of necessaries for the support of the Army or tlie maintenance of the 
Navy, or for any otlier public use connected with the common defense, he is 
authorized to requisition and take over for use or operation by the Government 
any factory, packinj? house, oil pipe line, mine, or other plant or any part 
thereof, or in or through which any necessaries are or may be manufactured, 
produced, prepared, or mined, and to operate the same. 

Those are enormous powers. Aren't we duplicating some of those 
in the pending bill ? 

Mr. Stuart. I have reference in the statements made to those cen- 
ters in which there is a lack of capacity or a lack of equipment. It 
would 'do no good to take over the plants in those sections nor for 
the Government to operate them, because they are now being oper- 
ated, as a general proposition, to the best advantage. For instance, 
in this southern Illinois coal field that I speak of we are actually 
administering the power to the coal mines in order to see that that 
power is most advantageously distributed. The power company has 
made no objection to doing that. We have had a man with that com- 
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pany telling them how to do it to the best advantage, and there is no 
trouble from that standpoint. But that does not solve the question, 
because what they need there is additional generating capacity and 
equipment. 
Mr: EscH. This act says : 

or for any other public use connected with the common defense, he. is author- 
ized to requisition and talce over for use or operation by the Government any 
factory, packing house, oil-pipe line, mine, or other plant, or any part thereot 

Mr. Stuart. But I evidently don't understand your point. My 
point is that that does not increase the ability of the plant by taking 
it over to take care of the load. 

Mr. I^scH. Have you exercised any power under this provision? 
Have you taken over any mine, any pipe line? 

Mr. Stuart. You may say that we have exercised power in the case 
of the Central Illinois Public Service Co. You understand we 
haven't done it in the sense of commandeering. It has been a mu- 
tually agreeable understanding between the Fuel Administration and 
the power company, with the object of satisfying the mines and of 
being certain from our standpoint that this power is being distributed 
to the best advantage. But, as I say, even after that we haven't 
got the surplus to take care of the situation. The bare fact of 
our taking it over doesn't do more than help; that is all. Those 
people need money* They need equipment, and the question is how 
are they going to get it ? 

Mr. EscH. Well, your point is that the law under which you are 
operatirg does not give you power to enlarge an existing plant for 
poAver-development purposes ? 

Mr. Stuart, It does not. 

Mr. EscH. Yes; this bill, the food-supply bill. 

Mr. Stuart. No; it does not. In other words. Secretary Baker 
thoroughly appreciates the seriousness of this condition, but there 
is nothing that he can do by commandeering, for instance, that would 
help. After he commandeers he has still got to have the money to 
increase facilities with, and there is no appropriation covering that. 

Mr. EscH. Well, this same act gives you the power, or the Presi- 
dent, if he thinks things are not running right — ^he is authorized and 
empowered in every such case to requisition and take over the plant. 
Now, referring to coal and coke — 

take over the plant, business, and aU appurtenances thereof belonging to such 
producer or dealer as a going concern and to operate or cause the same to be 
operated in such manner and from such agency as he may direct during the 
period of the war or for such part of such time as in his judgment may be 
necessary. 

There is power given to operate the same as he sees fit. The power 
of operation would involve the power of increasing the supply of 
power. , 

The Chairman. Mr. Esch, do you mean that under that law the 
President would have the right to go ahead and build additional 
power plants, central plants and central stations, and what seems to 
be absolutely needed? 

Mr. Esch. To operate or " cause same to be operated in such man- 
ner as he sees fit." 

The Chairman. But don't that apply to existing conditions? . Op- 
erating is one thing and building something to operate is entirely a 
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different thing, and there is no appropriation that will authorize the 
construction of it. 

Mr. Stuart. For instance, Admiral Harris has just taken over the 
Norfolk central station system, because Admiral Harris felt he could 
operate that to better advantage. He did it, of course, under this law 
that you mention, but Admiral Harris has no money with which to 
put in additional equipment. 

Mr. EscH. What I am driving at is what is going to become of 
the $150,000,000 that was appropriated by this act, as shown in 
section 19 — 

that for the purpose of this act the sum of $150,000,000 i^ hereby appropriated 
out of any moneys in the Treasury not otherwise appropriated, to be available 
during the time this act is in effect. 

Now, you claim that there is nothing in that tremendous appro- 
priation that will permit the Fuel Administrator to relieve the power 
situation? Is that your interpretation of it? 

Mr. Stuart. If there is, the counsel of the War Industries Board 
and of the Fuel Administration do not realize it, because if that 
money were available for such means we would not be up against the 
situation we are up against now with reference to the power shortage 
that exists over the country. I don't know what were the intentions 
of the railways, but 

Mr. EscH (interposing). Well, it did not cpme from this com- 
mittee. I will say that. 

Mr. Stuart. But that interpretation has never been placed on it. 

The Chairman. Well, I don't see how it could be placed on it. 

Mr. Snook. Mr. Esch, what law are you reading? 

Mr. Esch. The food bill. 

The Chairman. The Food Administration law. If Dr. Garfield 
were to go out and build 10 or 15 new projects from bottom to top 
to supply power, I don't think anybody would kick sooner than Con- 
gress about it. He would be using money which had not been so 
authorized. 

Mr. Stuart. If it had been possible to stretch any point to use it 
in that wav, it would certainlv have been used. 

The Chairman. For three months we have been trying to see 
whether we could use existing appropriations for this purpose, and 
we were not able to do so, according to the advice of laAvyers that 
have been consulted, both of power compiinies and the Federal Gov- 
ernment — the Department of Justice. Of course that $150,000,000, 
as I understand, was for the entire use of the bill, for all provisions 
of the law, the executing of it, not simply to relieve the power sit- 
uation, which only comes indirectly under the Fuel Administration 
by reason of the production of coal, or loss in production of coal 
due to power shortage. 

Mr. Stuart. Some of the ablest minds, engineering and legal and 
business in the country, located here in Washington, have tried to 
find a way out from that angle or from any other angle that they 
could see. 

The Chairman. Without additional expense. 

Mr. Stuart. And they have been absolutely unable to do any- 
thing, and we can be certain that if there was a way out of it like 
that, somebody would have found it before, because the appreciation 
of the seriousness of this situation in its direct relationship to meet- 
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ing the requirements on the other side of the water has been known 
for a good many months. 

The Chairman. Mr. Esch, have you anything further? 

Mr. Esch. I don't claim that I have found any remedy or relief. 
T just read these provisions in order to show the scope of the power 
you already have and the appropriations that are available. Now, it 
may be that in the strict interpretation of this act it doesn't give you 
the power to add to an existing plant for power purposes. 

The Chairman. Well, of course, Mr. Stuart is an engineer, and I 
suppose he can not giA^e us information concerning that matter, 

Mr. Esch. No. I will not prosecute the examination any further 
on that. 

Mr. Parker of New Jersey. There is a great deal of waste product 
from the beehive cook oven, isn't there? 

Mr. Stuart. Yes, sir. 

Mr. Parker of New Jersey. Of coui'se it couldn't be changed into 
specific coal products such as toluol, etc.^ without changing the whole 
oven, but w^ould it be possible to capture the gas that rises from 
those ovens in a sort of a smokestack and burn it so as to make a big 
powTr plant? 

Mr. Stuart. It is possible, but hardly practicable. It has been 
tried by the H. C. Frick Co., of the United States Steel Corporation, 
and others. It has been tried in (xermanV, and whereas it can be done, 
still your ovens have got to be located very close to your plant, say, 
within a fcAv hundred feet of your plant, and as you know, those 
ovens are scattered all over the coal fields. 

Mr. Parker of New Jersey. You can not carry the gas through 
pipes for any distance? 

Mr. Stuart. Not for any distance; no, sir. 

Mr. Parker of New Jersey. And that enormous waste of fuel that 
is taking place there is not available for making a power plant? 

Mr. Stuart. Not available in a practical manner. 

Mr. Parker of New Jersey. And you would have to have separate 
power plants instead of using it in this way ? 

Mr. Stuart. Yes, sir. 

Mr. Parker of New Jersey. Are piles of culm — culm is small coal, 
isn't it? 

Mr. Stuart. Yes, sir; nearly dust. 

Mr. Parker of New Jersey. Are they available without treatment 
for boiler purposes ? 

Mr. Stuart. That was a question tliat was asked Dr. Garfield 
yesterday. The Hauto plant of the Lehigh Coal & Navigation Co. 
is using culm to make its power almost entirely. They have built 
their boilers and their ovens for that purpose. They are using ma- 
terial which can't be used in other markets to any advantage with 
the present equipment that is available to burn it. Now, if we could 
enlarge, we will say, the Hauto plant, we would continue to use that* 
culm. There is a great quantity of it unused and within* a short 
radius of this plant, say 7 or 8 or 9 or 10 miles. There is an enor- 
mous quantity in the immediate vicinity of this plant. There are 
500,000 or 600,000 tons of it produced every year near there. To-day 
that stuff goes, into the culm banks. If we were to use that we 
could enable just that much more coal — that is, larger sisses of an- 
thracite coal, which is so badly needed — ^to go into the market. 
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Mr. Parker of New Jersey. What I asked you was whether the 
culm in the banks, with proper methods of burning, could be burned 
itself, or AVhether you had to treat it first — sift it, etc. ? 

Mr. Stuart. No ; it can be, with proper methods of burning, 
burned just as it stands, and it is being burned as it stands. 

Mr, Parker of New Jersey. I suppose those proper methods con- 
sist in the arrangement that I have seen for mechanical feeding of 
the furnaces over slides or sieves, or whatever it may be? 

Mr. Stuart. Yes. sir. 

Mr. Parker of New Jersey. Small grates; and then it is fed in 
continuously so that it does not get banked up or choke the fires. I 
have seen it used with very small coal. 

Mr. Stuart. And the grate surface is large. 

Mr. Parker of New Jersey. And does it make a very gi*eat addi- 
tional expense to put up boilers and furnaces of that sort, or is it 
about the same as the ordinary appliances ? 

Mr. Stuart. Well, there is an additional expense connected with 
it, but, at the same time, where that culm is available there is other 
compensation which offsets that additional expense. 

Mr. Parker of New Jersey. Are those culm banks in the center 
of large manufacturing districts, or within a reasonable distance? 

Mr. Stuart. They are. 

Mr. Parker of New Jersey. And that will enable an enormous 
saving of coal, therefore, and coal transportation? 

Mr. Stuart. It would, and just such a saving as is contemplated 
with the money made available by this bill for the purpose of enlarg- 
ing facilities. Those matters are fully in mind. 

Mr. Parker of New Jersey. Would your carrying to eight or nine 
mills have to be by rail, or by cable buckets, or by some other system? 

Mr. Stuart. It would be by rail. But, then, that distance is very 
short, merely what you would call a switching haul. 

Mr. Parker of New Jersey. But it means loading and unloading, 
and there is always some trouble under very proper facilities. 

Mr. Stuart. Yes, sir. 

Mr. Parker of New Jersey. But I suppose you just scoop it from 
the culm banks into the car and drop it from the car into the ele- 
vator receptacle, which would feed the boilers ? 
. Mr. Stuart. Yes, sir. 

Mr. Parker of New Jersey. So there would be no great amount of 
power wasted ? 

Mr. Stuart. No great amount of power and a very small amount 
of labor. 

Mr. Parker of New Jersey. Is that available at any other place 
than the one you have mentioned ? 

Mr. Stuart. It is available at different points through the anthra- 
cite fields, but there is a sufficient quantity of it available in close 
proximity of the Hauto plant, for instance, to take care of the con- 
templated increase in capacity. 

Mr. Parker of New Jersey. How much increase of horsepower 
would you expect to get there, and at what cost? 

Mr. Stuart. In the neighborhood of 100,000 kilowatts. 

Mr. Parker of New Jersey. One-third more of horsepower ? 

Mr. Stuart. Yes, sir. 

Mr. Parker of New Jersey. And the cost ? 
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Mr. Stuart. My recollection is that the estimate at that plant is 
about $15,000,000. 

Mr. Parker of New Jersey. And 100,000 kilowatts. That is about 
$150 per kilowatt. 

Mr. Stuart. Per kilowatt; yes, sir. 

Mr. Parker of New Jersey. And what proportion of increase 
would that give to the horsepower of that locality? What horse- 
power is there nx)w, or what kilowatt power? 

Mr. Stuart. At the 'present time the Hauto plant is making 

Mr. Parker of New Jersey (interposing). I mean the whole horse- 
power of the locality. I don't mean that particular plant. 

Mr. Stuart. Well, that whole eastern Pennsylvania section — ^you 
see such a plant would tap in on the power lines of that eastern Penn- 
sylvania and New Jersey district. 

Mr. Parker of Nf^w Jersey. Would it add 20 per cent, 10 per cent, 
or what per cent of the total power of that section? 

Mr. Stuart. Probably a third. 

Mr. Parker of New Jersey. That is what I want to get. 

The Chairman. That is all in detail in the record. Judge. 

Mr. Stuart. I should like to say, sir, in making these observations, 
that I am speaking from memory and not with exact knowledge^ — I 
am not up on this particular point. 

Mr. Parker of New Jersey. That is all I have. 

Mr. Snook. This bill also carries the power to build and equip new 
plants, and from your statement, as I understand it, so far as the coal 
situation is concerned, the need can be supplied by giving aid to 
plants that are already in existence? 

Mr. Stuart. Yes, sir. 

Mr. Snook. Would it require the building of any new power 
plants ? 

Mr. Stuart. In no single case where the coal fields are concerned 
would it be necessary or advisable to build a new plant. In all cases 
it would be an enlargement of existing plants — at least, that would 
be the practical way to go about it, and the quick way to get results. 

Mr. Snook. To give aid to the plants already in existence? 

Mr. Stuart. Yes, sir. 

Mr. Snook. Now, one more question. It is along the line that Mr. 
Esch was inquiring about. While you are an engineer, you may 
have some information on the subject. I have been informed — I 
don't know that it is so — that aid had been given in a great many 
instances to plants engaged in the manufacture of essential war 
materials, like sbells and gims and things of that kind — money to 
help them equip the plant. Now, where does that power come from? 

Mr. Stuart. Well, I don't know, but I presume it simply comes 
from the general power to appropriate money for the shells and so 
on. You have got to have the plant. 

Mr. Snook. I mean to give aid to do just what you are.trying to 
do in these plants — that is, buy new equipment and build new plants. 

Mr. Stuart. I can't tell you, sir, where that pow^r comes from, 
but I know that the same power can not be exercised with respect to 
these plants. 

-Mr. Snook. You have gone into detail and found that you don't 
have the power any place to spend any money for this purpose? 
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Mr. Stuart. Yes, sir ; that seems to be the opinion of the Secretary 
of the Navy and other Government officials. 

Mr. Snook. At least, you think it is necessary to have this power 
for that purpose ? 

Mr. Stuart. Yes, sir. At least, it is inconceivable that if they did 
have that power they would not have exercised it, because they cer- 
tainly realized what this situation is. 

Mr. Sanders. I want to ask Mr. Stuart just one question that I 
am somewhat interested in. 

One of the ways of saving consumption of coal, as I understand 
it, is to utilize some other product; for instance, natural gas, wher- 
ever possible. Now, the situation down in my country is this: We 
have no coal fields at all in Louisiana. New Orleans and the sur- 
rounding country use a vast amount of coal. Within a short dis- 
tance, say 50 miles, of New Orleans we have to-day the biggest gas 
wells in the world, which are tapped. Wouldn't it be within the 
province of the Fuel Administrator to undertake to get that natu- 
ral gas to New Orleans and the surrounding industries and thereby 
save the importation of this coal down there? 

Mr. Stuart. I can not say whether it would be within the prov- 
ince, because I don't know what the later aspects of this would be, 
but I can say this, that if that natural gas could be brought down 
to Louisiana there would be a big coal saving. I have heard of 
those gas fields, of course, and there is no question but that that 
natural gas brought by pipe line to New Orleans and supplied, we 
will say, to other settlements on the line would work a valuable 
conservation, because there is a long haul down into Louisiana. 

Mr. Sanders. Well, here is the situation exactly, Mr. Stuart : We 
have these tremendous gas wells within 50 miles of this industrial 
. center. There isn't a single engineering difficulty known. The only 
reason we can't get gas into New Orleans is that we can't get the 
pipe. Now, I am asking for information because our people are 
very much interested .in the proposition. Isn't it, and ought not 
the Fuel Administrator, in order to save coal — oug:ht not the Fuel 
Administrator to take that up and get that pipe down there? 

Mr. Stuart. The Fuel Administrator, I am sure, would be glad to 
go into that situation and do anything within his poAver. 

Mr. Sanders. We have done our best to get some ar tion on it. Now, 
let me explain the situation to yon, becnuse you are the first one I 
have been able to get hold of. The mains for the gas are already 
laid, as yon well know, all over our country — I mean our city. Now, 
the artificial gas that we use in New Orleans is made from coal, 
isn't it? 

Mr. Stuart. Yes, sir. 

Mr. Sanders. All of our industries down there are run by coal and 
the fuel that is used in the city is coal, for household purposes, either 
coal in its natural form or in the form of gas. Now, with a 50-mile 
pipe line into New Orleans there wouldn't be any necessity for a 
carload of coal to leave the North to come down to us. Now, isn't 
a thing like that well worth looking into? 

Mr. Stuart. Certainly, it is. The concervation aspect of that 
would, of course, be weighed against the requirement of pipe and 
labor to put that line in. Steel pipe or iron pipe is in very great 
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demand. There is very little of it available away from direct war 
requirements. Now, just what the balance would be I can't state. 

Mr. Sanders. Well, to place a community of half p, million people 
where they wouldn't have to use a pound of coal, wouldn't that g© 
a great saying? 

Mr. Stuart. Certainly, it would. 

Mr. Sanders. Considering the fact that you only have to put in a 
50-mile pipe line. 

Mr. Stuart. There is absolutely no question on that point. 

Mr. Sanders. If you gentlemen would take that up and give us a 
priority order for 60 mues of pipe line, we would have gas there in 
time so that we would not burn a pound of coal this winter. We 
have been trying to get it for months. 

Mr. Stephens. Everything is already for it? 

Mr. Sanders. Everjrthinff is all ready. The wells are 50 miles 
away from New Orleans, the greatest gas wells in the world. The 
last one brought in there was said to be the greatest on earth, and at 
the other end of the 50-mile stretch is a complete system of mains to 
supplv all the households and utilities and everything else in the city, 
and there is a gap of 50 miles waiting because we can't get pipe. 

Mr. Parker of New Jersey. Do I understand that you have the 
money available and it is simply a question of priority of pipe ? 

Mr. Sanders. That is my understanding. I, of course, don't know 
anything about it except what I am told, but my understanding is 
that the only thing that prevents gas being brought into New Orleans 
is the fact that we can't get pipe; that the money and everything 
else is available. 

Mr. Stuart, Could you have this matter formally brought before 
the Fuel Administration, or has it already been brought before the 
Fuel Administration? 

Mr. Sanders. It was brought before them months ago. 

Mr. Stuart. What has been the reply? • • 

Mr. Sanders. Nothing.. 

Mr. Stuart. That gas situation is not in my province. 

Mr. Sanders. We may be entirely mistaken about it, but we think 
that the proposition to save coal for half a million people, a great 
industrial center, and at the same time relieving hundreds and hun- 
dreds of cars and locomotives that are now hauling coal down there, 
to be used for some other purpose, would be well worth the attention 
of you gentlemen in the Fuel Administration. 

Mr. Stuart. I should be glad to bring that to the personal attention 
of Dr. Garfield. 

Mr. Sanders. I will be glad to take it up with you and Dr. Gurfield 
in person. 

Mr. Parker of New Jersey. Might I interject a question on that 
subject? It interests me. I would like to ask, first, whether large 
concrete or ordinary sewer pipes properly joined would cany gas at 
low pressure, or would the pressure be too much? 

Mr. Sanders. I will answer that question myself and state that we 
have investigated and found out that we can make the concrete pipe, 
but we can't get the cement. 

Mr. Parker of New Jersey. But the cement would work ? 

Mr. Sanders. The cement pipe would work; yes. 

Mr. Parker of New Jersey. Now might I ask another question ? 
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Mr. Sanders. Wait a minute, Judge Parker. I say it would work. 
It never has worked, but people think it would work theoretically, 
but they couldn't get the cement, so there was no use in trying it. 

Mr. Parker of New Jersey. It would have to be glazed inside, but 
that is easily done. Might I ask another question? How would the 
cost of pipe for 50 miles compare with the cost of putting up a cen- 
tral power plant operated by this gas, where the gas comes from the 
wells, and sending the power 50 miles to New Orleans to take care 
of their factories and all that? 

Mr. Stuart. I can't answer that question, sir. 

Mr. Parker of New Jersey. You think that is too big an engineer- 
ing question? 

Mr. Stuart. It is a question I could not answer without investigar 
tion. 

Mr. Sanders. The bringing of the gas to New Orleans, Mr. Parker, 
would cost infinitely less. 

Mr. Stuart. That would be my offhand judgment. 

Mr. Parker of New Jersey. That is what I wanted to get. 

Mr. Sanders. I don't think thjs is an extraneous matter, Mr. Chair- 
man, because if we could get this gas into that manufacturing cen- 
ter — and remember that New Orleans is the greatest manufacturing 
city in the South, and all of our peoi)le use gas for fuel, and gas is 
made fi'om coal — if this natural gas, an inexhaustible supply, could 
be brought into New Orleans at once it would save an enormous 
amount of coal. 

The Chairman. I was going to suggest, if this bill passes, it might 
relieve that situation. 

Mr. Sanders. Now, that is what I want to know. If this bill 
passes, would you be in a position to bring that gas into New Orleans? 
I want to know that. Would the bill cover that ? 

Mr. Stuart. I can't answer that question. 

Mr. Sanders. Will you have it answered by your legal department? 

Mr. Stuart. I will be glad to present it to them. 

Mr. Sanders. And furnish us an opinion on it ? 

Mr. Stuart. I will be glad to. 

Mr. Sanders. The proposition is this: Under the provisions of 
this bill, if it passes and becomes a law, would the Fuel Administrator 
be authorized to pipe this natural gas into New Orleans in order to 
relieve the fuel shortage? 

Mr. Stuart. I will be glad to take that up and have a reply made. 

Mr. Sanders. One other question — and I am not asking it in a 
carping spirit, but I just want to ask it for my own information. 

If this proposition that we are up against, the shortage of power, 
was known, as you stated, about a year ago — that we were going to be 
up against it— I want to ask from the legislative branch of the Gov- 
ernment whv was this bill onlv introduced last month? 

The Chairman. I can tell you that a great deal better than the 
witness can, I expect. You can make your answer, Mr. Stuart. 

Mr. Stuart. My reply would be that this war finance measure — 
you know the War Finance Corporation — the measure under which 
the}'' are working, was under consideration for a long time, and as 
you know, when it finally came through, as most of these powder 
people say, they can borrow money more easily and more readily 
from their banks than they could borrow it through that institution. 
They can't borrow it through tlio banks, so they are up against it. 
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Mr. Sanders. Then the reason for the delay in the introduction of 
this measure was because under the war finance bill it was thought 
that the power plants could finance themselves? 

Mr. Stuart. That is the only conceivable delay that I can under- 
stand. To bear on that point, the question was raised yesterday 
about putting certain mines, we will sayj on night shift and taking 
advantage of the low load curve which always exists at night. I 
raised the question a short time ago with Mr. Murray, president of 
the Federation of Labor at Pittsburgh, as to the attitude of labor as 
regards putting the mines, or a certain part of the mine load, on 
night shift, and his reply was, " Why do you ask the miners to do 
this? Isn't it shortsightedness? A Government official was in niy 
office here a year ago and pointed out this power shortage that was 
going to exist at the mines and at that time asked as to whether 
those mines could be put on night shift." Well, my point is simply 
that we have known this for a long time. 

Mr. Sanders. One other question. What are the hours of work 
of the miners ? 

Mr. Stuart. The hours of work of miners are 8 to 5 o'clock. 

Mr. Sanders. Nine hours. 

Mr. Stuart. That is in the Pennsylvania field. 

Mr. Sanders. Eight hours' work. 

Mr. Stuart. An 8-hour day. In some of the fields they have 
a 10-hour day, but under the agreements up there in those Pennsyl- 
vania and Ohio and Illinois fields they have an 8-hour working-day, 
and the President is a party to the agreement with the mine workers 
whereby the scale of wages was specified for the period of the war, 
and whereby also the hours of work were specified. 

Mr. Sanders. One other question. Does that mean that the mines 
are worked 8 hours and are idle 16 hours ? 

Mr. Stuart. Yes, sir. 

Mr. Sanders. Now, there are a great many industries in my State 
that work only 8-hour shifts, but work 24 hours a day on an 8-hour 
shift, and they have what is called a broken shift, by which no man 
works the same hours each- week, so that a man would work some- 
times on one 8-hour shift and sometimes on the second, sometimes 
on the third, so he has always got day and night work. Is that 
impracticable to put into operation in the mines? 

Mr. Stuart. No, sir. There are just two alternatives. When you 
work, your mine you have got to have your full force. Now you 
could work a certain group of mines on a day shift and another 
group of mines on a night shift, provided the miners would work on 
the night shift, but we have recently had the experience, for instance, 
out in West Virginia, as the result of insufficient generating capacity, 
where we endeavored to reduce the peak — that is to say, the demand- 
to a point within the generating capacity that was available by plac- 
ing one group of mines on a shift running from 6 in the morning 
until 2 o'clock, anotheir group from noon until 8 o'clock, so that we 
would actually cut the demand, theoretically, very nearly in two. The 
result was that the miners came out at 9 in the morning, or 8 in the 
morning, as usual, and went out at 12. In the other case they went 
to work, we will say, at noon, and stopped work at their usual stop- 
pins: time, which was about 5. You probably know that the miner 
is the most uncontrollable class of labor that there is. We have got a 
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great many aliens among our mining population. They have been 
accustomed always to work on a day shift. Mr. Murray, president 
of the American Federation up there, said that he would be glad to 
get out and try to persuade the miners that they should help to that 
extent, but he was very, very fearful of what he could do, even though 
he had the Labor Board at Washington back of him. Now that 
doesn't mean that we have given up that idea, but, even supposing 
that we were to get the miners to work at night, it would be simply 
a drop in the bucket so far as the general power situation is. con- 
cerned. 

Mr. Sanders. The reason I asked was merely for information, be- 
cause I have no mines in my State, and our laboring people, large 
classes of them in industries, run 24 hours a day. 

Mr. Stuart. The steel industries run three shifts a day, you know, 
and a great many of the industries in those centers run a three-shift 
day. 

Mr. Parker of New Jersey. And every blast furnace has to, 
doesn't it? 

Mr. Stuart. The blast furnace has to run a three-shift day. 

Mr. Sanders. I thought there was no physical objection to it, 
because when the coal reaches the surface all the work is done by 
other people then, isn't it? 

Mr. Stuart. Yes ; but the matter of loading and the preparing of 
the coal is done on the outside. 

Mr. Sanders. That is after the coal is up and out of the mine. 

Mr. Stuart. But then it has to be brought out as it is mined. 
There is no storage capacity on the inside of the mine. 

Mr. Sanders. That is all I have. You are going to look into that 
gas situation in New Orleans, are you, and let me know about it? 

Mr. Stuart. Yes, sir. 

Mr. WiNSLOW. I would like to ask the gentleman if he has any- 
thing to say about the situation in New England — the general situa- 
tion regarding power? 

Mr. Stuart. Nothing, sir, except that the situation, from what I 
know of it — it doesn't come directly within my field of work — ^but 
the situation there is becoming serious, as it is in every other section 
where there is war industry. 

Mr. WiNSLOW. Do you think the increase of power would help 
any in removing the reasons for strikes in coal mines? 

Mr. Stuart. The reasons for strikes in coal mines? We have had 
complaints from different mining fields, from the miners them- 
selve.^, "What is the use? We can't work: we can't get the power. 
We go out into the mine and the mine shuts down because there is 
no power. It is merely one of those general irritating points, that 
is all. I wouldn't say that the question of content or discontent 
which would lead to strikes would have to any great extent the 
power question as its foundation. It might be a contributing cause — 
in fact it already has been in so far as complaint is concerned. 

Mr. WiNSLOW. I don't know that the question is entirely proper, 
and I make my statement to that effect before asking it, but I am 
going to take a chance and ask you if you know — and if you do know, 
whether you feel justified in telling the committee — why this gaso- 
line order, or request, in respect to running pleasure automobiles 
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on Sunday was confined to the territory east of the Mississippi 

^1 Mr. Stuart. I can not, sir. I really haven't the information upon 
I which to base any reply at all. 

\ Mr. WiNSLOW. Well, I don't know that that is proper anyway. 
\ Mr. Stuart. I have suffered myself with the others on Sunday, 
Niut have accepted the situation. 

Mr. Sanders. I want to make one statement before we close, Mr. 
Chairman. What I have stated in regard to the pipe-line situation 
in New Orleans, aside from ,the physical aspect, the distances, etc., 
taking it up with you gentlemen, has come to me from hearsay. I 
haven't taken it up myself and I don't know whether it has been 
taken up except, as I say, through hearsay. But I would be very 
much obliged to you if you would take it up yourself and give nie 
an opportunity to take it up with Mr. Garfield, and in addition to 
that get an opinion from an attorney of your board as to whether 
or not this bill would cover the situation, and, if not, ask him to 
draw an amendment that would help it. 

Mr. Stuart. Very well, sir. 

Mr. Chairman, may I make just one remark before I close? 

The Chairman. Certainty; make any statement on this matter that 
you think proper. 

. Mr. Stuart. I assume that the various people who have testified 
here have made clear to you how immensely serious this power situa- 
tion is. It is- absolutely inconceivable that something has not been 
done about it before ; that some means have not been extended in order 
that power necessary for war industry could be developed. We have 
the precedent in the case of England, as I stated a little while ago. 
We can't make shells unless we have power to make them with. 
The curtailment of power or the lack of power in the central districts 
has a direct effect on the production oi shells, of guns, and of all 
other material necessary on the other side. We have millions and 
hundreds of millions for the ammunition that we need, yet the power 
that goes in.to the making of those shells is just as (essential as the 
steel that goes into the making of them. We don't ask what becomes 
of these shells when they go to the other side, yet we are raising 
an awful row about any money that is extended to these power plants 
to produce the power that is making the shells, in spite of the fact 
that any money we do put into these power plants is not wasted 
money; it is a good investment and should be regarded as such. In 
other words, Avhen these two or three or four hundred millions, or 
one or two billion dollars worth of shells and guns go over to France 
we know that it is going into thin air. The $200,000,000 which Con- 
gress has asked to produce that vitally needed material becomes a 
permanent investment, and one is just as necessary as the material 
itself. It is simply incomprehensible how any question can be raised 
over the necessity of a measure of this character — at least it is incom- 
prehensible to the engineers Avho know the seriousness ^of the situa- 
tion. It should have been taken care of a long time ago. 

The Chairman. There is no one else here to be heard this morn- 
ing, I believe, and we are very much obliged to you. 

(Whereupon, at 11.50 o'clock a. m., the committee went into execu- 
tive session.) 

X 
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